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In the name of Allah, the most compassionate, 

the most merciful 

In this introduction we shall not speak of Saudi and 
U.S. military collaboration, grand and unrivalled purchase 
of arms; The continuous Saudi and American plots to plunder 
the middle-eastern oil reservoirs; of unruly sale of oil 
under the instruction of their American master in a way 
suprising even to themselves; of the loss of honor and 
integrity of the muslims and Arabs in exchange for American 
Security shield to protect Saudi dynasty; of their special 
relationship with American imperialism; of the faithlessness 
unmuslimness and demagogueries of Saudi Kings and princes; 
of the growth and appearence of Western manifestations of 
Corruption from under the ashes of hypocritical Sacredness; 
of the unlimited pressure and discrimination imposed on 
Non-Wahabi muslims; and of the internal factions in the 
Saudi family and the dependence degree of each on America, 
because every line of documents Contained in this book and those 
of the world's daily news are good reasons for what we 
want to say. Instead, we shall speak of matters that probe 
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the disgusting feature of A* immatol-Kufr (Infidielity 
leaders), in other words, we shall take a look at this 
book's documents, that illustrate the moves of the Arabian- 
Peninsular rulers as the longstanding Cornerstone of 
American imperialism's camp of puppeteering and aS the main 
foundation of regional tail-wagging and mercenary reactionism, 
during the recent decade. According to the documents, Saudis 
have a bloody hand in all imperialistic and capitalistic plots 
of America against the muslim and the oppressed nations of 

A 

the region. In Iran, Ethiopia, Yemen, Palestine, the 
republic of Sahara, Horn of Africa , and where ever there 
is a battle between the oppressed muslim nations and the in- 
fidle American imperialism , Saudis have taken Side with 
Inf idles against the oppressed. 

Catastrophi emerges not only when Saudi- devils open 
fire on muslims on the inf idles' front, but when they turn 
out to be tne main provocative and encouraging elements 
inviting the warring impietous to fight against the muslims. 
The contents of the following documents are indicative of 
our claims: 

1- IRAN: Fahd, then crown- prince of Saudi Arabia, ten 
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days prior to the ignominous flight of the annihilated 
Shah, takes the following position in support of him". 

B 

We support every regime that, enjoys legitimacy in the 
country and the regime of the Shah rests on such legitimacy . 

The bloddy events in Iran serve no interest except 
that of the enemy. 

The present situation in Iran does not serve the inte- 
rests of the iranians themselves nor indeed the interests 
of Ilsm of the muslims. 

There is no doubt that we support his status and his 
presence .. 

"His other counterpart is also of 

the same opinions" 

A 

During course of my conversation with fohmin prince Saud 
on January 1.1979 , he said Saudi Arabia was very concerned 

about events in Iran . SAG fears that if Shah goes, 

this would produce chaotic condition which will not be good 
for the area. 

I asked what could be done to help. Be said that Shah 
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needed logistical support. 

They adopted the following position, after the fall 
of the Shah and the establishment of the Islamic Republic 
in Iran :' 1 
G 

" Knowing in our opinion ", continued Fahd s n Is a tool s 
although he may not know it or admit it . The communists are 

pursuing their deeigne metnodically these acte 

of savage slaughter have no connection to Islam whose flag 
is being artifically fluttered in Iran”. 

" The Crown Prince predicted that H Shortly , Perhaps 
withing a few months t Khomeini will be out and Iran will, 
become another Ethiopia a reled by communists placed there 
by Moscow " 

"The main point is that, he not 
only considers the American imperialists 1 plots against the 
oppressed, muslim nations inadequate, but overtly encourages 
them to pave the way for the fall of Islamic revolution in 
Iran" . 

" The Crown Prince regreted that the United States did 
nothing to counter the communists threats in the region. 
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" Saudi Arabia had seen the communist fire approaching for 
a tong time and had alerted the U.S. Saudi Arabia's warning 
and appeals however seem to have fallen on deaf ears . " 

7- BAHRAIN: The Saudis role in the persian gulf is also of 
the same token. On the one hand, under the pretext of 
Iran's Interference (In the name of Communism) they encourage 
their American masters to directly intervene and fight 
against the Islamic Revolution, and on the other hand, they, 
themselves, directly laurch Suppressive Campaignes against 
the peoples of the region:" 

U 

" Fahd further noted that Iran was threatening Bahrain, 
Auwait and the other Arab countries of the Gulf. There had 
however not been a word of caution to Iran from President 
Carter to reassure not only weak countries like Bahrain, 
but also America's other friends in the area and around the 
world. " 

E 

Saudi businessman in presence of police official told 
consoff September 14 that SAG has sent 500 national guards- 
men to Bahrain to help GOB maintain order in face of 
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shi r 8 unrest. 

F 

Neither we nor British Embassy have recieved any con- 
firmation of SAG national guardsmen actually beeing sent to 
Bahrain. During demonstrations at the end of Augusts rumors 
were strong that up to two thousand Saudi Police had arrived 
to assist in containing situation but no trace of them ever 
appeared. 

The problem is not wether the Saudi military dictators 
have entered Bahrain, but the fact that they have decided 
to create a problem out of Iran's danger to pave the way for 
their own interferences:" 

To bolster his advocacy of firmness in the Gulf region, 
Abdallah claimed that Saudi Arabia reversed iranian aggre- 
ssive designs on Bahrain by warning Tehran that any take over 
attempt would be opposed by the Saudis. 

At several points, Abdallah urged that the USG demons- 
trate vigor in countering soviet and surrogate threats to ME 
security, he advocated a combination of " Swinging the stick " 
and active diplomacy. 


1- Saudi Arabian active involvement in conspiracies against 
Islamic Republic, proves to everyone that she has been the 
principal director of the on going war between Iran & Iraq 




3. YEMEN: Saudis* plots in Yemen are so evident that 

there is no need for explanation." 

The Saudi policy toward the north has long been ambiva- 
lent. The Saudis want north Yemen to be strong enough to 
defend itself against the south but not strong enough to 
threat them. The Saudis are suspicious about north yemen's 
willingness to engage in unification talks with the south . 

Saudi defense minister Sultan the central figure in 

defining his government's policy toward the Yemens . . . . may 
cooperate with disgruntled north Yemenis to oust Salih if 
he concludes that Salih is indeed going too far in appeasing 

the south. 

4. ETHIOPIA. 

J 

"Fahd said his intrest in Ethipia was not purely academic 
rather this Was based on the horn of Africa's proximity to 
the Arabian Peninsula and the repercussions of the Ethiopian - 
Somalian- Sudanese political scene on developments in Saudi 
Arabia and the Gulf area. 

r 

The Crown Prince related how prior to the emperor's 
downfall, he (Fahd) had discussed haile selassie's problems 
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With then president Nixon and secretary rogers 

unfortunately the west and the U.S. alas did nothing, leasing 

an open path for the soviets and their allies to move in 
with their euban surrogates 

5. SOMALIA: '* 


"Fahd recalled how in 1978, at president Carter's 

suggestion, he had persuaded siad barre to announce publicly 

his acceptance of a un plebiscite for ogaden's people. 

Although barre did announce his willingness to accept the 

results of a un referendum, the U.S. seems to have lost 

intrest in Somalia. Fahd feavpd tbn-t- +1 t, 

j • rea that 3 through neg leot 3 the 

d.S. might lose Somalia by default." 

6. The Republic of Sahara. 

Amir Abdollah the present Saudi crown prince overtly 
urges the American pagans to fight against the Sahara, in 
support of king Uassan of Morroco. 


Abdollah (who earlier in the meeting 
to ambassador Wi'J review of the Moroccan 
derived from Rabat 7148) asked Mr. Ball to 


had Listened intently 
military situation , 
urge upon the 
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-I agrees and elsewhere provision of Firmness in the Gulf 
Region . 

7. EGYPT: 

Since Egypts' signing of campe David treaty and her 

friendship with Zionism proved her hostile to Islam and the 

independence of Arab nations in middle-east, she has become 

the target of regional nations' hatred and disgust. Although 

the tail -wagging ,western-oriented governments were covertly 

in accord with Sadat and the Egyptian regime, under the 

pressure of their own people they had to cut relations with 

Egypt and Isolate her regime. In resisting the will of 

muslim people of the region, America and Israel attempted to 

decrease the amount of pressure exerted on Egypt. The following 
• * 

texts bear the description of Saudi- U.S. -Egyptian Conspiracy 
in promulgating American Islamic unit> and -friendship with 
Israel in contrast with Islam and the muslims' will:" 

During May 1 meeting 9 Embassy political officer discussed 
fez Islamic conference with MFA eastern affairs director 
Ahmad Siraj . Siraj said that Saudi Arabia was sending a strong 
delegation composed of five foreign ministry officials . 
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On the question of Egyptian membership , SiraJ eaid that 
Saudi Arabia wae legally bound to observe the decisions of 
the Baghdad conference . He said that if explicit question of 
expulsion of Egypt ever comes to vote, Saudi Arabia cannot 
be expected to break with Arab consensus . 

Siraj added that he felt beet way to prevent the ex - 
put&lffni of Egypt was to have the non-Arab states resist 
such a measure 
C 

On the basis of defense of the islamic conference 
charter. (Comment : That chapter has no provision for expulsion 
of any muelim state....) 

Siraj Said that no Arab state can be expected to raise 
such an issue, but that if enough non-Arab states raisie ' serious 
objections based on defense of the islamic - conference chapter, 
Saudi arabia could help prevent the expulsion issue from 
coming to a vote on the grounds that such a vote would damage 
islamic solidarity . 

8. Palestine: There is a lot to say on the Saudi rulers' 
latest positions and conspiracies against the interests' of 
the Palestinian people, but in order to give an end to this 
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introduction, we suffice to probe the main point and the 
ultimate Saudi intentions from the conspiracies planned in 
secret negotiations with their American masters. 

D 

The Saudis regard the Arab-Israeli conflict as a direct 
threat to their national security. They view Arab , and 
especially Palestinian , frustration with Israel as a source 
of instability in the area that has been successfully exploited 

by radical leftists and the USSR . 

Saudi leaders are convinced that bringing the plo into 
the peace process would remove the largest Palestinian or- 
ganization- from the radical camp of those Arabs who reject 
settlement with Israel. The onus for accepting difficult 
compromises with Israel would thereby be shifted from the 
moderate arabs to the Palestinians themselves. 

In the end we hope with the grace of Allah that the 
publication of this collection dhall notoriously disgrace 
the naive politicians, and make the world-over hear the 
righteous call of the oppressed people. May we observe 
the destruction of the world oppressors and their followers 
in the future history. 

ENSHA* ALLAH 

Moslem students following 
Imam Khomeini's Line. 


11 


SAVPI AH AB1 A 


July 1»79 


SAUDI ARABIA 



AND 

Estimated at about 2,331,000 knr (boundaries undefined 
od disputed), 1% agricultural, \% forested. 08% desert, 
/as te, or urban 
Land boundaries: ■(,,'>37 km 

VATER 

Limits of territorial waters (claimed): 12 nm (plus 6 ran 
‘ necessary supervision zone”) 

Coastline: 2,510 km 

PEOPLE 

Population; 8,100,000 (July 1979), average annual growth 
rate 3. IX (current) 

Nationality; noun — Saudi(s); adjective — Saudi Arabian or 
Saudi 

Ethnic divisions: 90% Arab, 10% Afro-Asian (eat.) 
Religion: 100% Muslim 
Language: Arabic 
Literacy; 15% (est.) 

L abor force: about 33% (one-half foreign) of (mpolatton; 
44% commerce, services, and government; 28% agriculture. 
21% construction, 4% industry, 3% oil and mining 

GOVERNMENT 

Legal name: Kingdom of Saudi Arabia 
Type: monarchy 

Capital: Riyadh; foreign ministry and to.-ign diplomatic 
repres en tatives locat'd in Jiddah 
Political subdivisions: 18 arnirates 
Legal system: largely based on Islamic law, several 
secular codes have been introduced; commercial disputes 
handled by special committees; has not accepted compulsory 
IQ jurisdiction 

National holiday: 23 September 
Branches: King K ha lid (Al Sa’ud, Khalid ibn Abd 
al>’Axig) rules in consultation with royal family (especially 
Crown Prin ce Fahd), and Council of Ministers 
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(Government leader: King Khalk) (bn Abd al-’Aziz Al 
He ik! 

Communists: negligible 

Member of: Arab League, FAO, G-77, IAEA, IBRD, 
H AO, IDA, IFC, 1LO, IMF, ITU, 1WC— International 
Wheat Council, NAM, OAPEC, OPEC. U.N., UNESCO, 
t»PU. WHO, WMO 

ECONOMY 

(GDP: $64 billion (1978 est.), $9,800 per capita; annual 
•twwth in real non-oil GNP approx. 15% (1975/77 average, 

MNI-Wti) 

Agriculture: dates, grains, livestock; not self-sufficient in 

Major industries: petroleum production 9.2 million b/d 
1 1978); payments to Saudi Arabian Government, $36 billion 
11977), cement production and small steel- rolling mill and 
nti refinery; several other tight industries, including factories 
producing detergents, plastic products, furniture, etc.; 
PETROMIN. a semipublic agency associated with the 
Ministry of Petroleum, has recently completed a major 
lertllizer plant 

Electric power: 4,700,000 kW capacity (1978); 8.5 billion 
kWh produced (1978), 1,065 kWh per capita 
Exports: $40 billion (f.o.b., 197$); 96% petroleum and 
petroleum products 

Imports: $24 billion (c.i.f., 1978); manufactured goods, 
tt importation equipment, construction materials, and proc- 
essed food products 

Major trade partners: exports — U.S., Western Europe, 
Ispan, imports — U.S., Japan, West Germany 
Aid: large aid donor; military and economic aid in 1977 
•mounted to $4 biHion 

Budget: (FY78) expenditure $32.8 biltton, of which 
development funding was $22 biHion 

Monetary conversion rate: 1 Saudi riyal“US$29.4 (1978) 
thnltrrf to SDR, freely convertible) 

Fiscal year: follows Islamic year; the 1978-79 Saudi fiscal 
seat covers the period 6 June 1976 through 25 May 1979 

( OMM UNICATIONS 

Railroads; 575 km standard gage (1.435 m) 
Highways; 30,100 km total; 16,500 km paved, 13,600 km 
tmiirnved earth 

Pipelines: 2,430 km crude oil; 386 kin refined products; 

W Itm natural gas 

Ports: 3 major (Jidda, Ad Damman, Has Tanura), 6 minor 
Merchant marine: 66 ships (1,000 CRT or over) totaling 
t 272 200 CRT, 2,223,000 DWT; includes 6 passenger, 25 
««rgn. 27 tanker, 5 specialized carrier, 1 beach landing 
<*rgo, 1 bulk, 2 combination ore/ oil, 1 liquefied gas (C) 
( :tvsl air: 87 major transport aircraft, including 9 leased in 
Airfields: 123 total, 90 usable; 32 with permanent-surface 
runways; 18 with runways 2,440-3,659 ra, 39 with runways 
I 220 2.439 m, 4 with runways over 3,660 m 


Telecommunications: fair system exists, major expansion 
program underway with microwave, coaxial cable, satellite 
systems; 200,000 telephones (2,5 per 100 pop].); 6 AM, 1 FM, 
11 TV stations, 1 submarine cable; ) Atlantic and 1 Indian 
Ocean satellite station; 15 domestic satellite stations 

DEFENSE FORCES 

Military manpower: males 15-49, 1,882,900; 1,043,000 fit 
for military service; about 77,000 reach military age (18) 
annually 

Personnel: 31,500 army, 1,400 rtavy, 6,000 air force (250 
pilots), 20,000 national guard (S) 

Major ground units* 3 infantry brigades. ] mechanized 
infantry brigade, 2 armored brigades, 8 battalions (1 royal 
guard. 2 airborne, 2 light armored, 1 Special Forces, 2 field 
artillery); 18 air defense artillery batteries; 10 Hawk air 
defense missile batteries; in addition, national guard has 46 
battalion-size units (S) 

Ships: 3 fast patrol boats, 1 patrol boat, 2 utility landing 
craft, 4 mechanized landing craft, 4 service craft in naval 
force; about 400 miscellaneous patrol craft (including 8 
hovercraft) in coast guard (S) 

Alter aft: 289 (184 jet; 39 turboprop. 14 prop, 52 
helicopters) (S) 

Supply i produces some ammunition and rifles; otherwise 
relies on Western sources, particularly U S., West Germany, 
U.K., Italy, and France (C) 

Military budget: for fiscal year ending 1 July 1979. 
$12,906 million; about 32% of central government budget 
(C) 

INTELLIGENCE AND SECURITY 
Directorate of General Intelligence (DC!) (Al-Mudiriyyah 
al-Ammah 111 Istakhbarat), domestic/foreign; Foreign Liai- 
son Office (FLO), foreign covert action instrument (in 
September 1977, the FLO was subsumed into the DC1, but 
as of March 1978 it continued to function as a separate 
entity); Directorate General for Investigations (Al-Mudir- 
tyyab al-Ammah fit Mabahith), domestic; Directorate 
General for Public Security (Al-Mudiriyyah al-Ammah lil 
Amn al-Am), domestic; Directorate General for Coast and 
Frontier Guard (Al-Mudiriyyab al-Ammah li-Kbafr al-Sawa- 
hil wa ai-Hudud), domestic; Department of Civil Defense, 
dom es tic; Department of Technical Services (Mudiriy^at 
al-Khadamat al-Ammah), domestic; National Security Coun- 
cil (AbMajb* abAla lil Amn al-Am), domestic; National 
Guard (AbHaras al-Watani), domestic; Foreign Liaison 
Office (FLO), domestic and regional; Special Security 
Forces (SSF), domestic (S/NF) 
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*■••0* 12065 s HA 

TAGS: EMRG, OPEC, SA, US 

SUBJECT: POTENTIAL IliPACT OF OPEC PRICE INCREASE - SAUDI ARABIA 
REF: JIDDA. 3330 AND 9044 

THE FOLLOWING MESSAGE REPRESENTS A CONSENSUS OF THE 
E(»3 ASSY’S OIL COMMITTEE MEMBERS INCLUDING USlO RIYADH 
AND CONSULATE DHAHRAW. 

U the 14.5 PERCENT PRICE INCREASE DECIDED AT .THE OPEC 
MINISTERIAL CONFERENCE IN ABU DHABI POSSIBLY REPRESENTS 
THE OVER-RIDING DECISION OF SAUDI- ARABIA TO MAINTAIN 
OPEC UNITY OVER ITS SOMEWHAT WEAKER WISH XD BE 
RESPONSIVE TO WESTERN, AND ESPECIALLY US* PLEAS FOR 
PRICE MODERATION. THE DESIRE TO MAINTAIN OPEC UNITY 
.WAS EXEMPLIFIED BY THE INTENSIVE BILATERAL CONSULTA- 
TIONS THAT PRECEDED THE CONFERENCE. THESE BEGAN IN 
EARLY FALL,' W1L SAUDI OIL MINISTER YAMANI LEADING 
OFF. WITH KIS FIRST VISIT TO VENEZUELA IN SEVERAL 
VSAR3. THIS WAS FOLLOWED aY A SERIES OF VISITS BY 
ASUDHABI’S OIL MINISTER, WANI AL UTAYBA* TO VIRTUALLY 
ALL THE MIDLE EAST OPEC CAPITALS. IN THE FINAL DAYS 

before the conference, the oil and finance ministers 

Of QUATAft AND ABU DHA3I, AS WELL AST KUWAITI OIL 
WhUSTER ALI KHALIFA AND IRANIAN NIOC OFFICl Al . 

P4RVI2 MINA ALL VISITED THE KINGDOM. THESE VrSlTE 
ASH HELcrVED TO HAVE SET THE STAGE FOR THE PRICE 
DECISION TAKEN AT A3U O.HABI* 
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2 . at the same time, external factors contributed 

PRESSURE FOR A PRICE INCREASE^ MOST SIGNIFICANT 
WAS THE EARLY DECEMBER DROP IN IRANIAN PRODUCTION 
OCCASIONED 3Y RENEWED INTERNAL DIFFICULTIES, THIS, 

COM3 1 NED WITH PRE-CONFERENCE LIFTINGS BY OIL COMPANIES 
IN ANTICIPATION OF A PRICE INCREASE, AND USUALLY 
HIGH FALL DEMAND IN EUROPE COMBINED TO SOAK UP 
SURPLUS PRODUCTION, AT THE SAME TIME, THE RENEWED 
SToENGHT OF THE DOLLAR IN RESPONSE TO JHE U,S, SUPPORT 

program had only limited impact on saudi thinking, 

SAUDI OFFICIALS COMMENTED THAT IT WAS STILL TOO 
EARLY TO BASE OIL PRICE JUDGMENTS ON THIS STRENGTHEN- 
ING, AND STATED THAT SEVERAL MONTHS WOULD BE 
NECESSARY TO TELL IF THE PROGRAM WAS INDEED WORKING. 

3. IN CONTRAST, THE WEST'S EFFORTS TO CONTAIN A 
PRICE INCREASE WERE PRIMARILY INTENSIVE HIGH-LEVEL 
REPRESENTATIONS BY THE UNITED STATES, AND RELATIVELY 
MILD PUBLIC STATEMENTS BY EC ENERGY CQMMISSIQNEER, 

THE FRG’S BRUNNER. THESE WfeRE 08 VIOUSLY NOT 
ENOUGH TO CONVINCE THE SAUDIS TO TAKE A HARDLINE 
STAND AGAINST THE CONCERTED PRESSURE OF THE OTHER 
OPEC MEMBERS. THE END RESULT, WAS THE DECISION TO 
BOOST PRICES AN AVERAGE OF 10 PERCENT FOR ALL OF 
1975, WITH THE OVERALL INCREASE TOTALING 14.5 PERCENT 
TO BE APPLICABLE IN THE WHOLE OF CALENDAR YEAR 19*0, 

IN THE ABSENCE OF ANY FURTHER INCREASES. 

THESE FIGURES CONTAIN CO'lETHING FOR BOTH THE MODERATES 
AND THE PRICE HAWKS. BOTH CAN QUOTE THE FIGURE THAT 
SERVES THEM BEST. 

4 . INITIAL LOCAL REACTION HAS BEEN REPORTED IN 
REFTEL. IN HIS PRESS CONFERENCE IMMEDIATELY 
FOLLOWING THE CONFERENCE, ZAKI YAMAi I INDICATED THAT 
SAUDI OBJECTIVES HAD BEEN A SMALLER PRICE-HIXE 

0 

BUT CROWN FAHD'S STATEMENT OF FOLLOWING 
Bf 

QdlS LIMITED OFFICIAL USE 
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DAT, WHILE EMPHASIZING THE 10 FENCE NT AVERAGE. 

CALLED THE PRICE HIKE “LLOGICAL AND OBJECTIVE* AND 

blamed the deterioration of the dollar and hioh 

INFLATION IN THE WEST WHICH HADE SUCH A HIKE 
ACCESSARY. 

3. AN INITIAL CALCULATION INDICATES THAT THE 
SAUDIS WILL RECEIVE ROUGHLY AND ADDITIONAL $3.8 BILLION 
IN 1979 AS A RESULT OF THE PRICE HIKE IF A PRODUCTION 
LEVEL OF 8.3 BILLION B/ DAY IS MAINTAINED. 

OBVIOUSLY, THIS WILL ASSIST THE SAUDIS IN MEETING 
ANY FURTHER SHORT-FALL IN THE CURRENT FISCAL YEAR 
BUDGET AMD PROVIDE SOMETHING OF A CUSHION FOR NEXT 
YEAR’S EXPENDITURES IF PRODUCTION FALLS. IT WILL 
NOT PROVIDE SUFFICIENT FUNDS TO UNDERTAKE ANY 
AB81TI OUS NEW PLANS BEY OVD THOSE ALREADY PROJECTED. 

BUT, WITH THE RECENT EMPHASIS ON COST CUTTINO AND 
TIGHTER CONTROL OF EXPENDITURE, TOGETHER WITH THE 
MAINTENANCE OF A DOMESTIC INFLATION RATE OF 10 TO 
12 PERCENT, WELL BELOW EARLIER LEVELS, FURTHER CUTS 
IN UHRiitiT PROJECT SPENDIUG ARE UNLIKELY. 

«. TO THE EXTENT THAT THE DOLLAR DETERIORATES AS A 
RESULT OF THIS PRICE HIKE, SO WILL THE OVER 30 
PERCENT OF SAUDI ASSETS AND RESERVES DENOMINATED IN 
COLLARS. HOWEVER, THIS LOSS IN DOLLAR VALUES WILL 
ACTUALLY BE APPLICABLE ONLY WHEN THE SAUBIS NEED 
TO EXCHANGE THEM FOR OTHE’* CURRENCIES TO PAY FOR 
IMPORTS OR SERVICES. ON THE OTHER HAND, TO THE 
EXTENT THAT THIS PRICE INCREASE FUELS U.S. INFLATION, 
SAUDI PURCHASES OF U,S. GOODS AND SERVICES WILLL BE 
DIRECTLY EFFECTED. > 

7. WE DO NOT ExPEDT THIS PRICE INCREASE TO HAVE ANY 
MAJOR EFFECT OH SAUDI FOREIGN AID. AID WILL PROBABLY 
LE SUSTAINED AT CURRENT LEVELS, WITH ARAB AND ISLAMIC 
political considerations CONTINUEING to be THE OVER- 
RIDING FACTORS IN AID DECISIONS. THERE MAY BE SOME 
AID GIVEN IN THE FORM OF OIL GRANTS AS CLAIMED BY 
MOBUTU OF ZAIRE AFTER A RECENT VISIT TO THE 
KINGDOM. 
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IN THe. LONGER RANGE, THE NEW BASE FOR POSSIBLE 
•>EC PRICE INCREASES FOR 1383, WILL BE 14.9 PERCENT 
nIGHTER THAN THE CURRENT PRICE. THE SAUDI THIRD FIVE 
'(EAR PLAN IS SCHEDULED TO QEGII IN APRIL, 1980. 

THIS PLAN IS EXPECTED TN BE MORE COSTLY THAN THE 
SECOND PLAN, AND THERE IS A GROWING SOPHISTICATED 
REALIZATION AMONG SAUDI PLANNERS TO HATCH REVENUES 
WITH EXPENDITURES. WHAT IMPACT THIS WILL HAVE ON 
LONG-TERM PRICING POLICY IS UNCERTIAIN, BUT WILL BECOME 
MORE APPARANI AS PRECISE OUTLINES OF THE THIRD 
PLAN EMERGE. 

9. ANOTHER INTERESTING, 9UT AS YET UNRESOLVED, 

QUESTION IS WHAT IMPACT THIS PRICE INCREASE WILL 
HIVE ON MAINTENANCE AND EXPANSION OF OIL PRODUCTIVE 
CAPACITY. THE POS8IBLITY THAAT SOME OF THIS ADDITIONAL 
PROFIT BE DIVERTED TO MAINTENANCE AND EXPANISON OF 
OIL FACILITIES WILL, IN SOME MEASURE, BE DETERMINED 

BY HOW SALES AND BUDGET lift} PROCEDURES 07 THE 
TO-BE- NATIONALIZED ARAMCO ARE ORGANIZED. 

10. ONE OF THE HOST SIGNIFICANT EFFECTS OP THE ABU 
DHABI CONFERENCE, FORM THE SAUDI POINT OF VIEW, WAS 
THE RESTORATION OF OPEC UNITY WHICH WAS BADLY 
SHAKEN BY THE SAUDI BREAK AND THE RESULTANT TWO- 
TIERED PRICE N 1977. THE WILLINGNESS OF SAUDI 
ARA3IA TO ACCEPT THE MAJORITY DECISION HAS REDEEMED 
SAUDI ARABIA AND BANISHED, AT LEAST TEMPORARILY , 
LINGERING DOUBTS AS TO ITS PRO-OPEC STANCE TOWARDS 
THE OTHER MEMBERS. THE SAUDIS SEE THIS AS A POSITIVE 
GOOD, A RO THIS ACCOUNTS FOR THE SPIRITED DEFENSE OF 
THE PRICE INCREASE NOW APPEARING IN THE LOCAL PRESS. 

11. SOME ELEMENT OF RAAB UNITY MAY ALSO BE INVOLVED. 
PERHAPS MORE CONCRETELY, THE SAUDI ACTION HAS PLAYED 
A MOJOR ROLE IN THE SIGNIFICANT IMPROVEMENT OF 
RELATIONS WITH BOTH KUWAIT AND IRAQ. HERE, THE SAUDI 
POSTURE CAN BE INTERPRETED AS PRO-ARAB FOLLOWING 

CN THE RESULTS OF THE BAGHDAD CONFERENCE, AS WELL' AS 
PrO- OPEC. 

12. IT IS STILL TOO EARL! TO SAY HOW THE SAUDIS 
EVALUATE THE IMPACT OF THE PRICE INCREASE ON 
SLUBI-U.S. RELATIONS. THE INSTANT DEFENSIVE REACTION 
LEADS US TO BELEIVE THAT THEY ARE PERHAPS NERVOUS OVER 
CHAT THE IMPACT WILL BE, ESPECIALLY IF THEY ARE SINGLED 
CUT FOR BALME BY THE U.S. PRESS AS THEY WERE PRAISED 
AFTER THE 1977 PRICE SPLIT. CERTAINALY, THERE ARE 

NO CURRENT INDICATIONS THAT THEY WILL RESPOND 
POSITIVELY TO PRESIDENT CARTER'S REQUEST FOR 
RECONSIDERATION OF THE STEP INCREASES LATER NEXT 
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4 MI TED OFFICIAL USE SECTION 03 OF 03 JIDDA 0013 

TEAR* IF ANYTHING* THE GENERAL TENOR OF REMARKS 
IS THAT THE SAUDIS WILL STAND BY THEIR OPEC 
BRETHREN FOR 1979, AND CLOSELY WATCH THE PROGRESS 
OF THE DOLLAR BEFORE COMMITTING THEMSELVES 10 ANT 
COURSE OF ACTION FOR 1980. 

13. THEY HAVE AND WILL CONTINUE TO ARSUE BOTH 
niBLICLY AND PRIVATELY THAT THE PRICE INCREASE WOULD 
HAVE BEEN EVEN GREATER IF NOT /OR SAUDI MODERATION, 
AND WILL POINT TO THE OPEC DECISION TO CONTINUE 
USE OF THE DOLLAR AS A PRICING MECHANISM TO BE 
THE RESULT OF THEIR DEFENSE OF U.S. INTERESTS* 

WHAT OTHER STEPS THEY MAY TAKE TO ALLEVIATE U.S. 
DISAPPOINTMENT OVER THE PRICE INCREASE ARE NOT 
CLEAR. BUI MAY INCLUDE STEPPED UP DOLLAR PURCHASES 
FROM THE UNITED SAATES. 


14 . THE BIGGEST DANGER AH* SING FROM THIS MOST 
RECENT OPEC DECISION IS THAI OPEC AND SAUDI ARABIA 
‘MAY FIND THEMSELVES LOCKED INTO A CONTINUATION OF' 
THE SYSTEM OF QUARTERLY PHASED INCREASES, YAMANI 
MUCH EARLIER PUBLICAU.Y ADVOCATED SUCH A SYSTEM AND 
THIS IS PROBABLY ONE OF THE QUESTIONS BEING STUDIED 
BY THE OPEC MINISTERIAL LONG-RANGE STRATEGY 
COMMITTEE. SINCE OPEC PRICING DECISIONS ARE IH THE 
LAST ANALYSIS MORE POLITICAL THAN ECONOMIC , SUCH A 
HtOCEDURE, ONCE INSTITUTIONALIZED, AAY BE VERY 
HARD TO UNDO. AS A RESULT , ANOTHER INFLATIONARY 
FACTOR WILL BE BUILT INTO THE WORLD ECONOMIC SYSTEH. 
SIGNIFICANTLY, ALTHOUGH POTENTIAL FUTURE PRICE 
INCREQSES ARE STATED TO BE HINGED TO THE FATE OF THE 
DOLLAR, THERE IS NO ASSURANCE THA THE DOLLAR'S 
STRENGTHENING WI1.L LEAD TO ANY PRICE DECREASE. 
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1. DURING COURSE OF MY CONVERSATION WITH FQN MIN PRINCE 
SAUD ON JANUARY 1, 1979, HE SAID SAUDI ARABIA WAS VERY 
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ABOUT EVENTS IN IRAN. SAG PEARS THAT IP SHAH 


CONC! 

GOES, ALL THE SYMBOLS OF UNITY IN THE COUNIRY WILL DIS- 
APPEAR. ARMY WILL DISINTEGRATE AND COUNTEY WILL COLLAPSE 
INTO mBALia*. THIS UOUID PRODUCE CHAOTIC CONDITION 
WHICH WILL NOT BE GOOD FOR THE AREA. 


ACTION 
POL 3 


2. I ASKED WHAT COULD BE DONE TO HELP. HE SAID THAT 
SHAH NEEDED LOGISTICAL SUPPORT . HE NEEDS WAY CP KEEPING 
FUEL SUPPLIES COMING AND MAINTAINING FOOD DISTRIBUTION. 
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3. HE ADDED THAT THERE WAS NO REAL ALTERNATIVE TO THE 
SHAH AND THAT HE WAS TERRI&LY CONCERNED AS TO WHAT WAS 
HAPPENING. 


4. I ASKED HIM IP HE HAD ANY PREDICTION OP WHAT THE 
PINAL OUTCOME MIGHT BE. HE REPLIED THAT THE SIT- 
UATION WAS SUCH THAT HE COULD NOT PREDICT WITH ANY CON- 
FIDENCE WHAT MIGHT HAPPEN. 
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INDUSTRIALIZATION 


1. DURING RECENT VISIT BY JAPANESE FOREIGN MINISTER SUNGDA, 
SAUDI OIL MINISTER YAMAN1 TOOK PAINS TO EMPHASIZE — 
ACCORDING TO JAPANESE EMBASSY SOURCES HERE — THAT SAG 
COULD NOT BE EXPECTED TO PRODUCE OIL IN HUM 930* 3 AT 
RATE 07 1 (y* 18 IUU.ION IV V> INDICATED BY CIA OR OTHER STUDIES, 
YaKaNX NOTED OPPOSITION IN SAG TO ANY PRODUCTION INCREASE 
BSYO!J> PRESENT S.3 MILLION lyD CEILING* HE ONCE AGAIN 
STRESSED SAG DESIRE FOR TECHNOLOGY TRANSFER AS CONDITION 
FOR EXPANSION OF SAUDI OIL PRODUCTION 

2* YAMANI TOLD JAPANESE THAT OIL. PRODUCED BY SAUDI 
ARABIA, III EXCESS OF ENTT ITLEMEKTS TO ARAM CO PARENT 
COMPANIES UNDER TAKEOVER AGREEMENT (NOTE? ABOtnr 
7 MILLION IVD, WOULD BE SOLO IN FUTURE 3Y* SAG ENTITY 
Ul'DER NEW GOVER FMENTT TO GOVERNMENT SALES COKTH/iCT 
ktHlCH WOULD TIE 1WUSTR IAL- TECHNCL03ICAL CO KJ JTMFNT3 
ON PART OF BUYS? TO OIL SALES, CURRENT JAPANESE OIL 
PURCHASE CONTRACTS ALL ‘EXPIRE- AT END OF 1978. 

3, SAG CONTINUING TO PRESS JAPANESE FOR COMMITMENT 
ON PETROCHEMICAL PROJECT AT JUBAYL, ACCORDING TO 
JaPAKT.SE EMBASSY. PROJECT IS NOW UNDER - INTERNAL 
STUDY" BY MITSUBISHI GROUP AND MITI, WHICH IS 
EXPECTED TO LAST UNTIL JUNE- IF JAPANESE CAN AGREE 
INTERNALLY (WHICH WE ULOERSTAFD INVOLVES INSISTENCE 
BY MITSUBISHI THAT OTHER JAPANESE PETROCHEMICAL 
MANUFACTURERS EE OBLIGED TO TAKE SOME OF PUNT 
PRODUCT) , PROJECT VIIL MOVE TO STAGE OF JOIWLY 
SAUDI- JAPANESE FINANCED DETAILED FEASIBILITY STUDIES, 
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SUBJECT* ARAM CO CRUDE OIL PRODUCTION 

\t CURRENT PRODUCTION* ARAMCO CHAIRMAN JOHN KEL PERTH 
(PLEASE PROTE8D RECENTLY TOD CONSUL GENERAL THAT IT IK 
COMPANY'S PRODUCTION AVERAGED 7.5 MILLION BPD DURING 
JANUARY 1978. THE REDUCED PRODUCTION RATE REFLECTED 
SLACK DEMAND FOLLOWING PERIOD OF INCREASED XDEKAND 
IN LATE 1977 AS BUYERS FILLED STORAGE FACILITIES IN 
ANTICIPATION OF AN OPEC PRICE RISE. ACCORDING 
TO KEL5ERER DEMAND HAS SHARPLY INCREASED IN FEBRUARY, 
PROBABLY BECAUSE OF BAD WINTER IN US AND ELSEWHERE* 
AND FIRST EIGHT DAYS OF THE MONTH WERE AT THE 
RATE OF 10 MILLION BFD. 


2. FUTURE PRODUCTION CAPACITY* JCELBERER DESCRIBED JANUAP 
ARTICLE BY STEVEN RATTNER IN INTERNATIONAL 
HERALD TRIBUNE AS GENERALLY ACCURATE. RATTNER" 5 
STORY REPORTED A STATEMENT BY ENERGY SECRETARY 
SCHLESINGLR THAT SAUDI ARABIA IS * SCHEDULED ' 

TO INCREASE PRODUCTIVE CAPACITY MODESTLY BETWEEN NOW 
Aft) THE EARLY 1980* ST AND THAT THE SAUDIS SHOUT) BE 
ABLE TO PRODUCE ABOUT 12 MILLION BARRELS A DAY BY 
ABOUT 19S3 OR 1984. COUPATES TO ABOUT 10 HILL ICS 
BPD NOW. THE ARAMCO CHAIRMAN NOTED THAT THOSE 
FIGURF.S ARE A30UT RIGHT IF TKER REFERS (AS SECRETARY 
SCHLESIN3ER INTEM)EO) TO •'MAXIMUM SUSTAINABLE 

productive cA?Acmr <the former generally about i3 

PERCENT LOWER THAN THE LATTER). OOUR NOTES INDICATE A 
SMALL DIFFERENCE, HOWEVER, IN THAT KSL8ERE USED 
THE FIGURES 12.5 AND 10.5 MILLION BPD RATHER THAN 
12 AKD 10 MILLION BPD AS THE 1983 OR 1984 AND CURRENT 
MAXIMUM SUSTAIMAPLF. CAPACITY RESPECTIVELY WHEN HE 
DISCUSSXED THIS SUBJECT WITH SECRETARY SCHLESINGER 
ON JANUARY 12% 



3, KELBERER COMMENTED THAT A GROWING NUMBER OF YOUNG 
TECHNOCRATS IN THE SAUDI GOVERNMENT FAVOR CONSERVATION 
OF THEIR SOLE NATURAL RESOURCE BY LIMITING PRODUCTION 
TO THE AMOUNT NECESSARY TO COVER SAG FINANCIAL 
REQUIREMENTS INCLUDING THE FIVE YEAR PLAN, !.?, 

APPROXIMATELY 5 J1ILTION BPD. MOST POLICY* 

MAKING AW) TECHNICAL OFFICIALS IN THE PETROLEUM MINISTRY, 
ACCORDING TO KELBERER, THINK THAT 12 MILLION BPD IS 
ABOUT THE BEST LONG-TERM PRODUCTION LEVEL OFT? 

SAUDI ARABIA, CONSIDERING DEPLETION RATES AND GOOD 
FIELD CARE* THEY REALIZE, HOWEVER, THAT SAUDI 
RESP0NSI3LITIES TO THE FREE WORLD AND POLITICIAL REQUIREMENTS 
MAY FORCE THAT RATE UPWARD. 

4. COMMENT* THE YOUNG SAUDI TECHNOCRATS, WHO CON- 
SISTENTLY CITE THE FIVE MILLION B/D PRODUCTION FIGURE 
AT CURRENT OIL PRICES NEEDED TO COVER DEVELOPMENT 
PLANS, MAY BE USING AN ARGUMENT AGAINST INCREASED OIL 
PRODUCTION WHICH IS RAPIDLY LOSING ITS VALIDITY. AS 
POINTED OUT IN JIDDA 0976, INFLATION AM) THE DROP IN 
THE DOLLAR EXCHANGE RATE ARE CAUSING CONCERN TO SAUDI 
ECONOMIC PLANNERS, WHO ARE NOW TALKING OF 

POSSIS ILITY OF DEFICIT BUDGETS IN THE "EARLY TO M ID- 
1980* 3 * THUS, THERE MAY BE RECOGNITION IN OTHER PARTS 
OF THE SAG THAT FIVE MILLION E/D AT CURRENT PRICES MAY 
NOT PAY FOR ALL THE PROJECTS INCLUDED IN THE 
FIVE YEAR PLAM THIS IS NOT TO SAY THAT SAG OIL REVENUES 
AT CURRENT PRODUCTION LEVaS CANNOT COVER SAG EXPEND IT IRES 
CR THAT IE HE SAG HAS NOT THE WHEREWITHAL TO COVER 
1ST PLANNED DEVaOPMENT PROGRAMS. (SAG STILL’ HAS 
LARGE AND STILL GROWING RESERVE POSITION.) 

HOWEVER, COSTS OF DEVaOFMENTAL PROJECTS CONTINUE TO 
MOUNT AS OIL REVENUES REMAIN FAIRLY STATIC UNDER 
THE PRICE FREEZE. AND FIVE MILLIONB/D PRODUCTION MIGHT 
NOT PRODUCE SUFFICIENT REVENUE TO CARRY OUT SAG* S 
AMBTIOUS DEVaOPMENT a A NS* 
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Summary The Saudi oil production celling of 8.5 
million barrels per day (mnbd) Is unlikely to be 


million barrels per day (mnbd) is unlikely to be 
tested In 1978, a year of expected low demand. 


The SAG in .fact seems prepared to reduce its pro- 
duction still farther to help support the current 


duction still farther to help support the current 
OPEC price structure, if necessary. 


In spite of a projected soft demand for oil in th< 
next two years, the Saudi Arabian Government (SAG! 
has authorized Aramco to increase productive capa< 
into the 1980’s, although at rates less than the 
company would like. Due largely to the SAG’s 
insistence that it remain on a self-financing 
regime (financing capital expenditures on oil 
production programs .entirely out of its retained 
earnings) , Aramco has had to reduce its product ioi 
goals for the mid-1980’s to a sustained rate of n< 
more than 12.5 mmbd. Much of the expenditure wil 
be for programs designed to maintain current pro- 
duction levels in oil fields experiencing pres$ur< 
maintenance, salinity, corrosion, and other probli 
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Saudi aentiinent for resource conservation is growing, 
and is likely to create increasing problems for expan- 
sion programs as the one hundred percent takeover of 
Aramco moves forward. Saudi oil policy can, however, 
be set by Crown Prince Fahd in opposition to those 
trends if political considerations, such as movement 
toward a Middle East settlement, warrant it. 

Although possibilities exist that the USG could stimulate 
somewhat higher rates of Saudi oil production in the 
mid-1980 , s, the diminished likelihood of large production 
increases from Saudi Arabia points to an earlier arrival 
of the "oil crunch" unless strong U.S. energy measures 
are enacted. 


I. Curre nt Production a nd P rices Saudi oil production 
in 1978 will he limited by a self-imposed ceiling of 
8.5 mmbd. This figure was reimposed by Oil Minister 
Yamanl following 1977 f s unsuccessful attempt to beat 
down the OPEC level of prices through increased produc- 
tion, and generally corresponds with what oil market 
analysts expect will be the normal level of demand for 
Saudi oil in a soft market. Depending on the rate of 
economic recovery in the industrialized countries, the 
limitation, if maintained, may begin to constrain potential 
sales some time in 1979. Yamani has warned that renewed 
growth of oil consumption in 1979-80 could produce a 
major new price jump, and of course the production limita- 
tion, if held firmly when demand does begin to rise, would 
accelerate such a tendency. It should be noted, however, 
that the ceiling is based on an average rate for the 
year and, moreover, may apply to crude exports rather 
than production. 


Oil production for 1977 averaged slightly over 9.2 mmbd, 
as liftings increased toward year end. Aramco *s pro- 
duction in December was a surprising 9.5 mmbd, reflecting 
perhaps some precautionary buying before the OPEC conference, 
as well as the effect of cold weather in the U.S. Current 
sustained productive capacity for Aramco is 10.5 mmbd, 
according to company sources. Although the technical 
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limitations on production of certain fields, imposed by 
the Saudis in late summer, appear to be nominally in 
effect, they are without major effect during this period 
of low demand We note that the Ghawar field, which is 
subject to such technical limitations, was producing at 
5.2 ncibd in November, the last month for which we have 
statistics . 

Saudi oil prices, particularly for the heavy crudes, 
continue to be relatively attractive. (Even after the 
recent cut in price by Kuwait, its crude remains approxi- 
mately 25c per barrel more expensive than the equivalent 
Saudi oil.) We have noticed no major change in the ratio 
of Saudi sales of heavy crude to light crude, however; 
it continues to run at about 4 to 1 in favor of the light 
crudes (which are from the fields under technical limita- 
tion) . 

The Saudis, however, do not intend to push crude sales; 
their policy in fact is probably the reverse, Yamani 
was quoted after the OPEC oil conference to the effect 
that Saudi Arabia would be ready, in the current soft 
oil market, to reduce its production if necessary to. 
keep current prices firm, and there are indications 
that Saudi assurances on this score were useful in 
securing Iranian support for the price freeze at Caracas. 
The SAG, in this respect, seems to have moved closer to 
a formal acknowledgement of its role as swing producer 
and price stabilizer in OPEC, and to accepting some kind 
of unilateral prorationing responsibility. 

II. riuu,,;: The fir.er.? 4 ** 1 of Aramco. which 

produces 9 77* of Saudi oil, has become a question of major 
importance in establishing the country* s oil production 
capacities. The company has traditionally funded its 
capital programs out of its cash flow, which has been 
adequate even for the major capacity expansions (approxi- 
mately 1 mmbd per year) of the last few years. However, 
escalating project costs, unexpectedly high costs for 
maintenance of current production levels , plus the 
front-end capital requirements associated with building 
the gas gathering ana Eastern Province Electrification 
schemes for the Saudi government, began to reach and 
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exceed cash flow availabilities in 1977 and created a 
•erloua financial crisis at the end of the year. As a 
result, the company for the ‘first time had to apply to 
the SAG for a budgetary allocation to allow it to continue 
Its programs. 

The SAG response to Aramco' s problem has been to put 
the company on a "self-financing** regime with respect 
to its oil production activities. The government has on 
one hand agreed to advance money to fund the gas and 
electrification projects; we understand that the SAG* 
has already advanced SR 100 million for the electrification 
and $300 million for the gas project. This will relieve 
from Aramco's cash flow the substantial burden of payment 
against reimbursement lags of sometimes many months — 
particularly as the capital requirements of the gas 
gathering program will peak over the next years. Aramco 
has, we understand, told the SAG that it will have to * 
tailor its work on those two projects to the amount of 
Money advanced by the SAG. 

On the other hand, Aramco has been told that its oil 
production programs must be financed entirely from 
Internally generated funds, and that it can expect no 
help from the state budget. With retained profits about 
50 c per barrel, that means that the company will have 
only $1.5 billion to spend each year (at current rates 
of production) for all its capital costs associated with 
oil production, expansion, and related infrastructure. 
Current production upgrading and expansion plans (see 
below) call for an expenditure of about $8.5 billion, 
Indicating a completion date of about 1984. The major 
element of this program will be the requirement to 
upgrade substantially the current injection and produc- 
tion facilities so as to maintain present rates of 
production from existing fields. Added to that require- 
ment will be the cost or developing new fields, increased 
•upporting infrastructure including increasing employee 
costs, and new security precautions. (Fire disaster 
**• Ingle risking" precautions taken at Abqaiq alone since 
last May’s fire have cost more than $300 million.) 

III. Expansion Programs Clearly, a major constraint 
an Aramco * a expans ion programs is the financial situation 
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described above. The company has had to tailor back its 
earlier plans for an installed facilities capacity of 
16 umbo in the mid- 1980’s to a more modest 13.5 mmbd 
-- indicating a probable sustained production rate of 
about 12-12.5 mnbd in 1984. About 11.5 xmribd of this 
capacity is expected to come frpm the existing major 
fields (approximately the same as present capacity) , 
but only at the considerable expense of installing new j 

(and, in some cases, replacing old) water injection, 
production, desalting, and pipeline facilities, as 
well as reworking the numerous wells now shut in. 

These major expenditures will be required to correct 1 

the deterioration of equipment and oilfield pressures j 

being experienced at major fields such as Ghawar, Berri, 
and Abaaiq. The remaining 2 rrmbd would come from expan- 
sion of production at existing, underproduced fields 
and tying in new ones not producing at present. -:j 

’ •( 

A further constraint on expansion of Aramco’s productive j 
capacity is the question of Saudi government policy. 

The internal debate within the SAG on the relative \ 

advantages of high versus low rates of oil production j 

and financial accumulation has not been resolved, and j 

is unlikely to be in the near run. Its existence, j 

however, limits the company’s options severely, and | 

undoubtedly was instrumental in shaping the decision j 

to put Aramco on its limited ’’self -financing” regimen. j 

The company presently operates with Saudi members of J 

its board from the Petroleum Ministry who, although they j 
often dispute items with the parent company representatives I 
nave oeen x tu open to xudcabcu production plans. j 
But following the takeover of Aramco, production-related J 
expenditures and expansion plans are likely to be given j 
a harder vetting, and perhaps a lower priority, by a | 

board which may well include more Saudi officials opposed J 
to expansion of oil production. 1 

One element of existing Saudi policy which may constrain \ 
expansion plans is the SAG desire to decrease sales of 
light crudes relative to the heavier ones. Expansion of j 
productive capacity for the heavier crudes could be every | 
bit as expensive as for the lights, with less return | 

to show for financing further increases. 
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A final problem which will hold back availability of 
Saudi crude for export is the rapid growth of internal 
petroleum product consumption, Saudi Arabia is a net 
importer of white products already, and is continuing 
to expand its transportation and light industrial sectors 
markedly with little consideration to cost factors 
(internal petroleum product prices are virtually 
■ubsidized). By the mid-1980*s, the Saudis will probably 
be consuming over .75 larabd of their own production locally. 

IV. Exploration and Reserves Aramco once again discovered 
more oil in 1977 than it produced, keeping to its tradi- 
tional record of adding each year to its reserves. No 

ttcw xxelu uxscoverxes, nowever, were made ounng tne year, 
and all new reserves were developed as outward delimita- 
tions of existing fields. Aramco sources estimate that 
the discovery rate will plateau within the next five 
years, and that about 30 billion barrels of reserves 
•re all that can be added to today's 177 billion (proven 
•nd probable). The Saudi government, according to Yamani's 
recent comments, appears to believe that its reserves 
sill give it somewhat less than thirty years’ production 
•t a sustained rate of less than 12 ninbd before beginning 
• rapid decline. 

The Ministry of Petroleum is sponsoring seismic and 
geophysical exploration in areas outside the Aramco 
retained areas, but so far has not moved to issue 
•xploratlon licenses or concessions. Considerable 
Interest in some of those areas has been shown in past 
by oil companies, and it is possible that some signifi- 
cant discoveries and additional reserves could be proved 
tf the areas were opened up. The low present priority 
given to such activity by the SAG, however, indicates 
that the likelihood of any important production increments 
coming from new areas by the mid-198(r« is low. 

V. Saudi Policy Aramco officials consistently claim 
ihat~the main ^constraint facing them in increasing oil 
productive capacity is political. While this undoubtedly 
einimizes the extent of the technical , physical, and 
financial problems involved in creating Increased pro- 
duction capacity, the fact remains that Saudi pqlicy 
considerations have become a pervasive and determining 
•lement of the company's planning process. 
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Company officials are concerned that it may take very 
persuasive arguments to raise the present 8.5 smbd 
ceiling. Our own feeling is that Saudi flexibility 
will depend to a large degree on external political 
factors such as movement toward Middle East peace. 

Given a promising or favorable political climate, we 
believe the SAG would not be able to hold to a ceiling 
which would have the effect of driving prices up sharply 
if held with persistence. On the other hand, if the 
Saudis are disappointed by political developments, there 
will be considerable internal political pressure to 
limit production as a means of influencing the behavior 
of the major oil importing countries. 

There is, of course, no clear SAG policy on many of 
the issues determining future production rates. The 
debate between those who would restrict future production 
increases and those who would allow no or only minimal 
increases (no Saudis speak for unfettered increases) is* 
moreover, unlikely to be solved in the near future. In 
the past, Aramco was able to take advantage of any lack 
of SAG policy to move forward on its own. Today, with 
the 100a takeover all but complete as far as the c 
are concerned, they can no longer assume such freedom; 
absence of clear policy freezes their options. The 
decision to put the company on a self-financing regime 
is a clear example of the compromise situations which 
the company will have to live with increasingly: while 
not formally rejecting the company's proposals to build 
greater production capacity, the government simply denied 
iu uiic lity cf going beyond a certain level in the 

foreseeable future. 

The government's role is pervasive, the technical com- 
petence of its people increasing, and their readiness 
to 8 take out positions based on conservative resource- 
management principles also increasing. Setting budget 
priorities, monitoring oilfield pressures, determining 
the permitted use of other resources such as aquifer 
water, setting oilfield production rates, and otherwise, 
Saudi officials at the technical level can seriously 
affect the company's ability to reach its production 
goals even without higher policy decisions. 
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The hundred percent- takeover of Aramco may be completed 
in 1978, but not necessarily* so. Questions of royal 
family leadership and succession have complicated an 
already complex fabric of bureaucratic rivalries and 
policy conflicts so as to make prediction of a takeover 
date virtually impossible. In the meantime, Aramco has 
continued to operate under an interim regime which is 
financially similar to the arrangements negotiated In 
the draft takeover agreement, and subject to effective 
SAG control, but control exercised through a board of 
directors whose Saudi members are not hostile to the 
company's production goals. The post- takeover regime, 
company management fears, is almost certain to be less 
agreeable and touch more likely to impose new conserva- 
tionist priorities on the company’s already limited 
expenditure programs. The form or powers of the post- 
takeover corporate entities have not yet been decided, 
and one of the key issues in this respect is whether 
the company will be subsidiary to a sponsoring Ministry 
of Oil, or a general government corporation dependent > 
on the Council of Ministers or some other authority. 
Indications point to a structure consisting of a Saudi 
holding company and two dependent operating companies, 
one fox production and one for oil sales, but no firm 
decisions have been taken. Consensus, the preferred 
Saudi method for decisionmaking, may be impossible to 
reach on the various takeover arrangements . 

Saudi policy on oil questions over the past year has 
not, however, always been marked by consensus. The* 
decisions before the Doha and Caracas OPEC conferences 
to push for oil price freezes were reportedly taken 
largely on the authority of Crown Prince Fahd against 
the advice of the majority (or even all) of the members 
of the High Petroleum Council. Prince Fahd's decisions 
in this respect were taken to a large degree for political 
reasons in the broader context of the Middle East peace 
effort, and to enhance U.S. recognition of the special 
U.S.- Saudi relationship. Such politicization of Saudi 
oil policy, while beneficial to us at present is. not 
without its dangers. 
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Implications for the U.S . If Saudi Arabia can produce 
at a sustained rate of 12 or 12.5 million b/d on.ly by 
1984 or even 1985 (even assuming all "technical limita- 
tion" problems cited above are resolved) , the energy 
crunch for the U.S. could arrive sooner than has been 
forecast in recent studies. A common supposition in 
the studies has been that Saudi Arabia would reach 
13 million b/d in 1982 or 1983, Itnd would eventually 
go to 16 million b/d In the mid-1980 , s. The forecasters 
may be required to revise their equations for the world 
energy supply model of the early 1980* s. 

Should the energy crunch for the U.S. (and the rest of 
the Industrial world) occur sooner than present studies 
indicate, the programs of conservation and of search for 
alternate energy sources would have to be accelerated in 
the U.S. 

There may, however, be some possibility for. the U.S. to 
urge the SAG toward an upward revision of the above 
production figures. While the oil fields currently 
producing the lighter, more attractive crudes may indeed 
be limited in their capacity to produce large new incre- 
ments of supply, other fields with substantial reserves 
(most of them heavy oil but one or- two with light oil) 
will not be produced by the mid-1980's due almost 
exclusively to the SAG's limitations on capital expendi- 
ture programs. With the proper incentives -- economic 
and political -- the SAG might be encouraged to produce 
those fields, thereby adding up to 2 nmbd of additional 
sustained production capability. Prince Fahd and other 
other senior SAG officials have indicated that they would 
try ts be the industrialized countries truly 

needed additional Saudi oil to avoid economic crisis. 

Initiatives to this effect from the USG would, of course, 
increase the political content of an already heavily 
political oil supply relationship. 
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FW AMEMBASSY JIDDA 

TO RUEHC/SECSTATE WASHDsC PRIORITY 15^4 
INFO RUQMBI/AMEMBASSY ABU DHABI 1407 
RUFHRS/AMEMBASSY ALGIERS 627 
RUEHCR/USINT BAGHDAD 247 
RUFHCL/AMEMBASSY BONN 555 
RU FHBS/AMEIiB AS 5 Y . BRUSSELS 419 
RUESRS/AMEMBASISY CARACAS 173 
RUQMDH/AHCONSUL DHAHRAN 886 
RUQMOD/AHSMBASSY DOHA 522 

rukobt/amembassy Jakarta 215 

RUQMKW/AMEMBASSYSKUWAIT 3817 
RUTALS/AHEMBASSY LAGOS 177 
RUFHLC/aKEMBASSY LIBREVILLE 16 
RUDTC/AMEI1BASSY LONDON 3838 
RUFNPS/AMEMBaSSY PARIS 1775 
RUESOI/ANEMBASSY QUITO 43 
RUQMYA/USLO RIYADH 1440 


ruqmhr/amembassy Tehran. 6 i 

RUEHKO/AC.'EMBASSY TOKYO 33T 
RUFH AU/ AMEMB ASSY VIENNA 214 
RUFHG V/USMISSION GENEVA $|$ 
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E.O. 11652$ GDS 
TAGSt ENRG , SA 

SUBJi APRIL 3 OPEC MEETING - UNIT OF ACCOUNT FOR PRICING OIL 


1. DEPUTY tilNISTER OF PETROLEUM AND MINERALS, ABDUL AZIZ 
TlfRKl , TOLD CHARGE ON MARCH 26 THAT SAG WOULD ATTEND THED 
APRIL 3 OPEC MEETING IN GENEVA AT MINISTERIAL LEVEL . MEET-' 
ING WILL NOT HAVE A PREDETERMINED AGENDA, -BUT QUESTION OF 
DENOMINATING OIL PRICES IN A NEW UNIT OF ACCOUNT BASED ON A 
BASKET OF CURRENCIES WILL PROBABLY BE DISCUSSED, 


2. CHARGE ASKED TURKI WHAT THE SAG POSITION WILL BE IF THIS 
ISSUE IS RAISED, AND TURKI REPLIED THAT SAG WOULD HAVE TO 
MAKE AN OBJECTIVE JUDGMENT ON WHERE ITS INTERESTS LIE CON- 
SIDERING BOTH SHORT AND LONG TERM FACTORS, HE SAID THAT 

SAG HAD NOT AS YET REACHED ANY FINAL CONCLUSIONS. 

3. CHARGE ASKED IF A FINAL DECISION FOR OPEC WOULD BE 
REACHED AT THE APRIL MEETING, AMD TURKI REPLIED THAT ISSUE 
WOULD PROEAELY BE DISCUSSED AND THEM TUP MED OVER TO OPEC'S 
ECONOMIC STAFF FOR FURTHER STUDY. STAFF WILL PROBABLY 

ASKED TO SUBMIT ITS REOOHM EMOTIONS TO THE JUNE OPEC MEETING. 


SECRET 


4 . COMMENT* WHILE SAUDIS HAVE BEEN QUITE FIRM IN MAINTAINING 
THAT THEY WILL CONTINUE TO ASK FOR PAY?* ENT FOP THEIR OIL IN 
DOLLARS , THEY HAVE BEEN RATHER AM3IGU0US ON THE POSSIBILITY 
OF CHA«31NH3 THE UNIT OF ACCOUNT TO SOME OTHER COMBINATION 
OF CURRENCIES. HE BELIEVE THAT SAUDIS ARE ACtfTELY COfJSClOUS 
OF THEIR OWN VAST DOLLAR DENOMINATED HOLDINGS AND WILL NOT 
TAKE ANY STEPS THAT MIGHT FURTHER AFFECT THE 

DOLLAR'S EXCHANGE FATE WITHOUT CAREFUL CONSIDERATION OF ALL 
RAMIFICATIONS OF SUCH AN ACTION. 

5. RECOMMENDATION* IF DEPT OR INTELLIGENCE COMMUNITY HAS 
AN ANALYSIS OF THE CONSEQUENCES OF SUCH A MOVE ON THE 
WESTERN SCOUZSS AND ON THE VALUE OF THE DOLLAR, Wt MIGHT 
CONSIDER PASSING IT TO THE SAUDIS BEFORE THE APRIL 3 OPEC 
MEETING. 
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FM AKEHBASSY JIDDA 
TO RUEHC/SECSTaTE WASH DC 1755 
INFO RUCMB I /AM EMBASSY ABU DHABI 
RUEHCP/USI MT BAGHDAD 25 1 
RUFHPS/AMEMBASSY BRUSSELS 424 
RUQHDH/AKCONSUL DHaHRAN 955 
RUGMOD /AMEMBASSY DBHA 532 
RUQMKW/AME8BASSY KUWAIT 3854 
RUDTC/AMEMBASSY LONDON 3856 
RUOMAM/AMEMBASSY MANAMA 1240 
RUOMHR/AMEMBASSY TEHRAN 2482 
RUEHKO/AMEMBASSY TOKYO 340 
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E.O. 1 1 652 f CDS 
TAGS: ENRG, SA 

SUBJECT: COMMENTS BY SAUDI OFFICIALS ON SAG OIL POLICIES 

1. IN COURSE OF MEETINGS WITH NATIONAL WAR COLLEGE GROUP, 
MINISTER OF PETROLEUM ZAKI YAMaNI AND MINISTER OF PLANNING 
HI SHAM NAZER MADE SEVERAL STATEMENTS WHICH HELP ILLUMINATE 
SAG OIL POLICIES* 

2. WHEN ASKED WHETHER SAUDI ARABIA WOULD EXPAND 
PRODUCTION TO 1j6 MILLION B/D BY 1985, YAMANI SAID HE 
HAD SEEN REPORTS THAT THIS COULD BE AMOUNT OF PRODUC- 
TION NEEDED FROM SAUDI ARABIA, BUT HE THOUGHT THAT 
THESE REPORTS EXAGERATED REQUIREMENTS/ HE THEN 

ADDED THAT "EVEN IF YOU NEED THAT MUCH, YOU WILL NOT 
GET IT". COMMENT: THIS IS THE BLUNTEST STATEMENT 
WE HAVE HEARD FROM SAG THAT FUTURE SAUDI PRODUCTION 
INCREASES WILL BE LIMITED. END COMME.NT • 

3. ASKED HOW DECISIONS ARE MADE WITHIN SAG ON 
PRODUCTION, YAMANI SAID THESE DECISIONS ARE MADE 
BY PETROLEUM COUNCIL ON BASIS OF EXPECTED WORLD 
DEMAND, RATE OF DEPLETION AND LIFE SPAN OF SAUDI 
RESOURCES, AND NEEDS OF FUTURE GENERATIONS IN 
SAUDI ARABIA. 


TABR 

ISFA 


4. IN DISCUSSING DOLLAR, YAMANI MADE USUAL SAG 
DISTINCTION BETWEEN OIL PRICING AND OIL PAYMENT. 

he said that as far as payment was concerned, there 

WAS NO OTHER CURRENCY THAT CAN BE USED. 

IN fact, no other country would agree to having its 

CURRENCY USED FOR THIS PURPOSE. IF MARK OR YEN 
WERE USED, THEN VALUE OF THAT CURRENCY WOULD BE 
IMMEDIATELY DOUBLED, SPRICING IS ANOTHER MATTER. 

IF CURRENCY BASKET IS USED FOR THAT PURPOSE, DOLLAR 
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PRICE WOULD DEPEND ON VALUE OF DOLLAR IN BASKET. 

HE REVIEWED EARLIER INDEXATION EFFORTS (GENEVA I AMD 
II), BUT AVOIDED GIVING ANY INDICATION OF SAG'S 
CURRENT POSITION OR POSITION OF ITS OPEC PARTNERS. 


3. PLANNING MINISTER NAZER TOLD GROUP, IN RESPONSE 
AREA, THAT SAG BELIEVES THAT INTERNATIONAL COMPANIES 
SHOULD BUILD ALL THEIR FUTURE PETROCHEMICAL PLANTS 
IN PRODUCING AREAS, PARTICULARLY IN THE GULF. HE 
SAID SAG BELIEVES MARKET WILL SUPPORT NEW PLANTS 
BY 1983, AND THAT THERE WILL BE SHORTAGE OF PETRO- 
CHEMICAL CAPACITY AFTER 1986. 
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AM8L-INF0 RUTABV AMEMBASSY ADD I S' ABABA 432 
OCM/JUFHCt/AHEMBASSr BONN 33 
“ M UEHEG/ AMEMBASSY CAIRO 181 
®*-3f-R UQMK1V AMEMBASSY KHARTOUM 118 
M>L2iRUDT(y AMEMBASSY LONDON 72 
EC0N R UQMD V AMEMBASSY MOGADISCIO 253 
... /-RUQMNI/ AMEMBASSY NAIROBI 538 
***-A-R UFNPS' AMEMBASSY PAR IS 32 1 
ICaOUFHRC/ AMEMBASSY ROME 49 
cans RUQMNI AMEMBASSY SANA 208 
_ VR UQMHV AMEMBASSY TEHRAN 3 1 
°R-t_RUEHDT/BSMISSION USUN NEW YORK 2 14 
AOM_R UDOMBV CINCUSNA VEUR 
RUSNAAAi' USCINCEUR 
, — R UFR SGG/ COM ID E A STPOR 

BF R UHQMQV CINCPAC 

PER_BT 

HU C ONFIDENTIAL DJIBOUTI 631 

Ron • , 

E. a 116521 GDS 

“S*— TAGS! EAID, PD IP, PDEV, BEXP, DJ, SA 

TSO SUBJi SUBSTANTIAL SAUDI ASSISTANCE PROGRAM FOR DJIBOUTI 

SC HO 

“I. AFTER MANY MONTHS OF GESTATION, A SAUDI ASSISTANCE PROGRAM T0TAL1 
cho -RLY UL S.BDOLS. 60 

TCU_ MILL ION WASK CONaUDED WITH THEGOVERNMENT OF DJIBOUTI THIS PAST 
MA_WEEK AND ANNOUNCED PUBL ICLY ON 2 MAY. THE PROJECTS COVER MANY 
' CRITICAL AREAS, INCLUDING TELECOMMUNICATIONS, EDUCATION, IMPROVEMEN1 
UAl1 — IN PORT AND AIRPORT SERVICES, ROADS, RELIGION, HOUSING, HEALTH AND 
MAAG_ SOCIAL SERVICES 

AG h 

2. FOLLOWING IS A DESCRIPTION OF THE PROJECTS. THE DOLLAR 
DEA— TOTALS have not been ANNOUNCED publicly, they were obtained 

IRS — FROM A REPUTABLE DJIBOUTI GOVERNMENT SOlFCEt 
TCTI fc.- ELECTRIC TURBINE FOR THE DJIBOUTI ELECTRIC COMPANY. 

..~,T TH1S MACHIBC WILL ffiOOABLY BE PURCHASED FROM FRENCH FIRM THAT 

CEOC. SUPPLIED EXISTING EQUIPMENT. VALUE! 4,000,000 

CEOR- ADDITIONAL AIRPORT PARKING APRONt AT PRESENT TIME, ONLY ONE 

/BOEING 747 CAN BE PARKED IN AREA OF AIRPORT TERMINAL. THIS WILL ADD 
vRU-i. ONE ADDITIONAL TAXING AND PARKING AREA FOR LARGE AIRCRAFT. VALPE 
. D OLS. 1,907,500 

shibL-city freezing plant, to assist in vuvelopment of local livestock 

TABR_ COMMERCIALIZAT 10^ AT PRESENT TIME, MOST MEAT CONSUMED IN DJIBOUTI 
..... CITY II S IMPORTED. KVVBRJE. DOLS. 1,700,000 
i A — SATELL ite earth station, this project was described in EMBTEL 

... 354. VALUE OF PROJECT DOLS, 2,500,000 

- LOW COST HOUSING FOR CIVIL SERVANTS. FIRST TRANCHE COSTS 
DOLS. 5,000,000 

-MICRWOWAVE SYSTEM TO SUPPORT EARTH STATION, ALSO DESCRIBED 
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IN EHVTEL 334. COST DOLS 2,608, *00 

• .FEASIBILITY STUDY FOR TADJOtR AH- DJIBOUTI ROAD. DOLS 300,000 

• AGRICULTURE. ' PROJECTS PLANNED FOR DJIBOUTI AREA (AMBOULD 
AM) GRAND BARA. HONEY ALLOCATED DOLS 3,000,000 

FEASIBULITY AM) DESIGN STUDY FOR HATER BOTTLING PLANT AT TADJOURAK. 

COST US DOLS 900,000 

•HOSPITAL CONSTRUCTION, TO BUILD THO NEW WINGS AT THE PELTIER H09-ND 

pital 

N DJIBOUTI H© FOR DESIGN STUDY FOR HOSPITAL AT OBOCK. COST 
DOLS, 6,400,000 

-ORPHANAGE FOR DJIBOUTI, COST DOLS /S00.000 
-ARAB LANGUAGE PRINTSHOP. COST DOLS. 1,000,000 
-EQUIPNENT FOR GOVERNMENT OFFICES (TYPEWRITERS, COPIERS, 

ET&) HONEY ALLOCATED! DOLS 1,800,000 

-EDUCATION- ACCORD TNG TO ENBASSY INFORMANT, THIS HONEY WILL 
BE ADDED TO OVERALL EDUCATION BUDGET (NO TIMIr LIMIT SPECIFIED) 

AID CAN BE USED FOR FRENCH LANGUAGE INSTRUCTION AS WELL AS CONVERSION 
TO ARABIC LANGUAGE CIRRICULUM. ALLOCATION DOLS 
14,000,000 

•CONSTRUCTION OF MOSQUES COST DOLS 1,600,000 
- BUDGET ASSISTANCE, COST DOLS 3,000,000 
-TOTAL VALUE OF PROJECTSl DOLS 59,807,300 

3. BECAUSE OP SAUDI CONCERN RE POSSIBILITIES FOR MALFEASANCE, 

A PROJECT MANAGER WILL BE ASSIGNED TO THE SAUDI EMBASSY, DJIBOUTI TO 
SUPERVISE DISBURSEMENTS 

4. PROJECTS WILL BE DEVELOPED VIA INTERNATIONAL TENDERS POST WOULD APPR j 
ECIATE ANY INSIGHTSFROM ANEMBASSY JIDDA ABOUT SAUDI BUILDING PRACTICE 
SOME AMERICAN COMPANIES HAVE CONSIDERABLE EXPERIENCE WORKING 
WITH THE SAUDI GOVERNMENT IN SAU) I ARABIA AND ELSEWHERE, AND WE WOULD 
HOPE THAT SOME OF THE ABOVE PROJECTS WOULD BE ACCORDED TO U. S. FIRMS 

CUp 


a 


1 



confident 


; — 


i 



AmEmbassy TEHRAN 

MI'UN E- Q6 INCOMING TELEGRAM CONTROL NO. 


L . 

•m / 

* ^ 

99i 1 

ICON 


ICA Z_ 
•ONI 

H Z 

ADM _ 

MO 

M 

MR _ 

MU _ 


YfO 

•CRO 

Mo 

feu.. 

m 

mq 

MUG. 
MR. 
M K- 


ICtR __ 
••OC_ 
CfOR 

MU L 


Mir L 

M A 


. CONFIDENTIAL 

R 220950Z MAY 78 
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TO RUEKC/SECSTATE WASHDC 2120 
RUQ M3 1 /AMEM3ASSY ABU DHABI 1440 

rufhrs/amlmbassy Algiers 64 i 

RUEHCRAISINT BAGHDAD 259 
RU © MB E /A f IE MS ASSY BEIRUT 7067 
RUFH (X /A iVEMB ASSY BONN 567 
RUFHBS/AMEM3ASSY BRUSSELS 433 
RUESRS /AMEMBASSY CARACAS 177 
RUQMDM/AMCOl.SUL DHAHRAN 1144 
RUQMOD /AMEMBASSY DOHA 547 
RUFHGV/US MISSION GENEVA 253 
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RUKOBT/AMEMBASSY JAKARTA 221 
RUQMKW/AMEf-BASSY KUWAIT 3890 
RUTALS/AMEI^ASSY LAGOS 1 84 
RUFHLC /AMEMBASSY LIBREVILLE 23 
RUDTC /AMEMBASSY LONDON 3873 
RUF NPS /AM EMBASSY PARIS* 1802 
RUESQI /AMEMBASSY QUITO 47 
RUQMYA/USLO RIYADH I 649 
RUQMHR /AMEMBASSY TEHRAN 2508 
RUEHKO/AMEMBASSY TOKYO 348 
RUQMTI /AMEMBASSY TRIPOLI 947 
RUFHAU/AMEMBASSY VIENNA 220 
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E.O. 11652: GDS 
TAGS: ENRG,SA 

SUBJECT: YAMANI ON OIL PRICES 


1. DEPARTMENT WILL PROBABLY HAVE NOTICED TEXT OF INTER- 
VIEW GIVEN BY MIN PET 'YAMANI TO CHICAGO TRIBUNE ECONOMIC 
EDITOR LAST WEEK IN RIYADH, IN WHICH YAMANI DISCUSSED 
POSSIBILITY OF OIL PRICE INCREASE IN 1979. AFTER 
DESCRIBING HIS PROJECTION. OF OIL MARKET IN TERMS 
SIMILAR TO ONES HE USED WITH JOURNALISTS AT END OF 
TAIF OPEC MEETING <T.E., SURPLUS FOR ANOTHER YEAR OR 
SO, MARKET EQUILIBRIUM FOR ANOTHER 5-S YEARS, THEN 
PERIOD OF OIL SHORTAGE), YAMANI MADE ARGUMENT FOR 
SERIES OF GRADUAL OIL PRICE INCREASES IN EARLY 1980*S, 
RATHER THAN EFFORT TO HOLD PRICES DOWN ONLY TO HAVE r 
THEM GO THROUGH ROOF IN SUBSEQUENT SHORTAGE PERIOD. 

IN SHORT TERM, HE SAID, THERE IS 50-50 CHANGE OF OIL 
PRICE INCREASE AT BEGINNING OF 1979. 


fAA 2* COMMENT: YAMANI *S RECENT STATEMENTS SEEM TO BE 

SIGNALLING THAT SAG WILL CONTINUE STRONGLY TO OPPOSE 

PRICE RISE IN 1978, BUT THAT ITS POLICY ON PRICE IN 

1979 AND BEYOND WILL BE INFLUENCED BY ITS PERCEPTION 


CONjriljFNTI 


i 



ro 


2-Tr/O 

OF WHAT MARKET WILL BEAR. GIVEN INCREASING CONSERVA- 
TION! 6T ATMOSPHERE IN SAUDI ARABIA, LOW CURRENT PRO- 
DUCTION rates' are acceptable to sag, WHICH IS PREPARED 
TG PLAY ITS PREDOMINANT ROLE IN SUPPORTING OPEC PRICE 
LEVEL AS LONG AS OTHER PRODUCERS ARE NOT MANEUVERING 
TOO BLATANTLY TO INCREASE THEIR MARKET SHARE AT SAUDI 
EXPENSE. LOW CURRENT PRODUCTION HAS EASED IMMEDIATE 
PRESSURE ON SAG TO INCREASE EVENTUAL PRODUCTION 
CAPACITY, WHILE AT SAME TIME REDUCING THE FUNDS 
AVAILABLE TO DO SO. THE SAG UNDOUBTEDLY. FINDS THE 
RESULTANT AMBIGUITY ABOUT ITS FUTURE PRODUCTION 
CAPACITY AND INTENTIONS TO BE A CONSTRUCTIVE PROD TO 
CONSUMING NATIONS . TO REDUCE OIL I-f*>ORTS , AND BELIEVES 
THAT THE PROSPECT OF MODERATE PRICE RISES I N THE 
1980* S WILL ALSO BE INCENTIVE FOR REDUCED IMPOTS. 

WE BELIEVE THAT SAG CAN BE EXPECTED TO MOVE DELIB- 
ERATELY (AND PROBABLY UNILATERALLY), FOLLOWING THE 
PRESENT PERIOD OF GLUT, IN A WAY WHICH WILL’ HELP KEE 
THE MARKET TIGHT AND PRICES FIRM OR CLIMBING GRADUALLY. 

GIVEN SAUDI ARABIA’S A3ILITY TO INFLUENCE THE SIZE OF 
THE POTENTIAL OIL SHORTAGE HE FORESEES FOR KID-1980*S, 

YA'MANI *S COMMENTS SHOULD PERHAPS BE SEEN MORE AS 
PREDICTIONS OF INTENT RATHER THAN AS DISINTERESTED 
ESTIMATES. 

WILEY 
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MEMORANDUM OF CONVERSATION 



fUfMECT: Bonn Economic Summit, Oil Policies, and Aid 

IMTJCIPANTS: H.R.H. Prince Saud bin Faisal 

Minister of Foreign Affairs 

H.E. Abdullah M. Ali Reza 
Deputy Minister for Economic, Petroleum 
and Cultural Affairs, Foreign Ministry 

Richard Cooper 

Under Secretary of State for Economic Affairs 
Ambassador John C. West 


Joseph 0. Eblan 

Counselor for Economic and Commercial Affairs 

Ministry of Foreign Affairs 
summer office, Taif 

•ATI i July 22, 1978 

ATKIBUTION: AmEmbassies London,' Rome, Paris, Tokyo, 

Ottawa, Bonn and OPEC cot, n tries ; 

State (NEA/ARPY EB/FSE) ; Amb/DCK, POP, 

ECON . 


Under Secretary Cooper opened the discussion stating 
that the President wished him to give Saudi Arabia a briefing 
on the Bonn Economic Summit. He stated that this was his 
first trip to Saudi Arabia. Prince Saud replied that he 
hoped that this would be the first of many visits by Unde^ 
••cretary Cooper and that the Kingdom valued the insights 
provided by such visits. 

Under Secretary Cooper then gave the Minister an in-depth 
briefing on the Bonn Economic Summit, particularly emphasiz- 
ing the role of the Sumsniteers and the parallel group of 
officials of which he was part, nicknamed the Sherpas or 
guides. Cooper explained that the atmosphere of the Summit 
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was excellent but that perhaps the world press over- 
emphasized this aspect since there were serious problems 
discussed, particularly in the sherpa segment. Among the 
main problems which surfaced was the one of economic growth 
in Germany where new investment was at a low rate and un- 
employment was growing. As for the United states. Under 
Secretary Cooper Indicated that there had been a wider sense 
of understanding on the part of the Europeans and Japan for 
U.S. problems, ,and an awareness £hat steps were being taken, 
particularly in. energy conservation where, without specific 
legislation,' the U.S. was schieving a better record than 
some European countries. 

Prince Saud then stated that during his recent visit to 
Europe with King Khaled, he had noticed particularly the 
Europeans' awareness add understanding of America's problems. 
He stated thdt the Europeans acknowledged U.S. economic 
leadership but want the U.S. to take firmer stands and come 
down hard on petroleum conservation. H'S made a downswipe 
motion with his hand to emphasize the p< int. Ambassador West 
said that this information, which confirms our experience 
at the Summit, was of great interest,, and hoped that SAG-U.S. 
cooperation in this respect would continue to grow in the 
interest of both countries. 

Regarding oil prices and finance, Prince Saud noted that 
Saudi Arabia as well as other OPEC countries were getting 
less return on their oil sales due to the decline of the 
dollar. This problem is now being compounded by self-imposed 
production limitations, which were effected not only to 
safeguard reserves, but to comply* with OPEC co-member inter- 
ests. Saudi Arabia had to comply with reasonable demand by 
fellow OPEC members and had to weigh this action against 
the desire to contribute to economic stability in the 
western world. In reply to Under Secretary Cooper's query, 
he stated that Saudi maximum sustained production of 
petroleum was a bit over 10 million b/d, and that heavy 
financial expenditures would hSve to be made by SAG to in- 
crease this level. At the present time, the daily production 
limit for 1978 is 8.5 million b/d. (Notet Average daily 
production for the first 5 months of 1978 has been about 
7.2 million b/d. } 
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Regarding further solution of energy conservation in 
I he u.s., Prince Saud noted that institution of an 
equalization tax (COST) on oil inports is a matter only the 
#•9. can decide, but that this could lead to higher prices 

» producers. In this case, Saudi Arabia would find it 
fficult to hold the price line. 


Regarding aid. Under Secretary Cooper stated that, with 
I he present attitude of the U.s. public towards taxes, the 
ftttrxeaae of U.S. aid levels would be the most difficult 
subject to present to Congress in the conning months. Cooper 
Acknowledged U.S. awareness of the significant high levels 
•f uaudi aid giving and hoped that this would be* maintained 
And even increased. He 'pointed out the very heavy propor- 
tion of U.S. aid to Egypt which he believed will continue. 
Prince saud mentioned the problems of being an aid donor, 
eerticularly to Egypt, because of the difficulty in identi- 
fying meaningful project aid in new investments due to the 
•lowness of Egyptian bureaucracy in changing investment 
laws and providing data. Nevertheless, it was in SAG/US 
mutual interest to maintain the level of aid to Egypt for 
•Any reasons. (Note: At this point Abdullah All Reza 

r Assed two written notes to Prince Saud. FYX. Abdullah 
li Reza regards aid to Egypt as & necessary rat-hole 
epe ration.) Prince Saud made^no further comment on aid to 
Nypt. 


Under Secretary Cooper returned to the Summit briefing 
and explained that the terrorism statement by the parties 
Ipan ts was broached by Trudeau of Canada, Since the 
occasion presented a good opportunity for a joint position 
«m the subject, the anti '“terror ism statement was made and 
approved. 


Under Secretary Cooper opined to Prince Saud that all 
the European governments now seemed to be coalitions of 
varying degrees from which one could assume that agreements 
at the Summit represented national concensus on the part of 
tha European countries. Even the Japanese ruling party was 
a coalition of sorts. This was a phenomenon worthy of note 
since it matched the policy divisions that prevail in the 
U.S. Under Secretary Cooper stated that the U.S. had urgdd 
the Europeans to stimulate more economic growth and the 
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Japanese to widen the opening to. its markets for invest- 
ment as well as trade. Investment in Japan, however, 
would continue to be a problem because of language as well 
as restrictive Japanese regulations. A heartening sign 
for the health of the U.S. economy was the heavy surge 
of foreign investment in the U.S., particularly by Germany 
and lately by Japan. 

Under Secretary Cooper mentioned the potential for 
Saudi Arabia increasing co-financing of aid with inter- 
national organisations. Prince Saud indicated that Saudi 
Arable was amenable to the support of IMF and a selective 
quota increase. He also mentioned positive Saudi policy 
towards various regional development bank aid outlets as 
well as the World Bank.* SAG hoped at least to maintain 
its levels of aid outflows throdgh these channels. 

Under Secretary Cooper mentioned his appreciation for 
Saudi comments and hoped to visit the Kingdom again, Prin 
Saud expressed gratitude of the Saudi Government for the 
excellent briefing on the summit and looked forward to 
further visits by the Under Secretary. 
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HU) SAUDI RESPONSE TO BUDGET DEFICIT 
llfi (A) JIjDA 00076, (B) RIYADH 605 

I. IH S 3MBAS3Y HAS PREVIOUSLY REPORTED LIKELIHOOD OF SAG DEFICIT 
THIS FISCAL UAR. OSLO HAS LEARNED THAT IN REVIEWING THE BUDGET 
VfU COUNCIL OF MINISTERS WAS FACED WITH A MUCH LARGER PROSPECTIVE 
ItVFCIT WHICH IT AVOIDED ONLY BY REQUIRING. ALL MINISTRIES TO USE 
ONLY T* 0-THIRDS OF WHAT THE MINISTRY OF FINANCE HAD AUTHORIZED 
ViiM TO SPEND* THIS YEAR'S BUDGET WAS BASED ON THAT REDUCED TOTAL. 

AS A RESULT EACH MINISTRY HAS BEEN REASSESSING ITS PROGRAMS TO 
IrrNTIFY WHICH PROJECTS CAN BE CUT, IN THE MEANTIME PROJECTS HANG 
U UMBO, FUNDS HAVE BEEN FORZBN, AND A MOOD OF UNCERTAINTY PREVAILS 
AMONG advisors and contractors, 

A. THE 3HuR#ALL APPEARS TO HAVE CAUGHT THE SAG COMPLETELY BY 
lUKPRlSE, LARGELY BXOAOSI THE MINISTRY OF FINANCE HAD NO WAY TO 
IT STAMATICALLY RELATE FUNDINO DECISIONS TO ANTICIPATED RaVINUXS. 
I1QUESTS FROM MINISTRIES WER1 EXAMINED AND APPROVED INDIVIDUALLY 
WITHOUT ANY REFERENCE TO AN OVERALL SPENDING CEILING. ONLY -AFTER 
THE MINISTRY OF FINANCE MADE BINDING FUNDING COMMITMENTS TO OTHER 

did it add up tee tab, to its horror it found that not 

only .AS PROJECT FUNDING *• PERCENT} IT VAf FAR IN EXCESS OF 
PftOJtCTED REVENUES BASED ON THE SAUDI OIL PRODUCTION CEILING OF 
N.6 MILLION B/D. FINANCE PRESENTED TEX PIGUIES TO THE COUNCIL OF 
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MM Ilf IKS AND ASKED FOR HELP. THE COUNCIL OF MINISTERS RESPONDED 
VtTV A DECREE CUTTING PHOJICT EXPENDITURES BY 33 PERCENT* THU . m 
AMOUNT TINA NCI CALCULATED NECESSARY TO WIPE OUT THE DEFICIT. 

3..THE DIC HI! CAMS OUT IN MID-JUNK AND OFFICIALS ARB STILL HAYING ^ 
DIFFICULTY IMPLEMENTING IT. FIRST • MANY SIMPLY D1LAYID TAXING ACTU 
KBCAUSK THEY DID NOT BILIBYX THE CUT WOULD IB ENFORCED. THEN QUEST 
MACK AS TO WHAT BASE THE 33 PERCENT CUT WAS TO BE IMPOSED ON. 

DOT MOST IMPORTANT , MINISTRIES ARE THROWN BACK INTO TBS PLANNING 
STACK SINCK THAI MUST REASSESS PRIORITYIS AND TRY TO MAINTAIN THE 
OUTLINES OF PROGRAMS THAT WERK MEANT TO BE MUCH LARGER. THE MINlSTl] 
OF AQaICULTVRE and WATER HAS BEEN HARD BIT BECAUSE IT HAD RECEIVED 
HE BIGGEST PERCENTAGE INCREASE AND NOW MAY BAYS TO DISMANTLE AN 
INTEGRATED TEAM OP SPECIALISTS WHO CANNOT BE EASILY REASSEMBLED. ^ 
WE HAVE BEARD RUMORS THAT FUNDING FOR SEVERAL OF THE REGIONAL * 
ELECTRIFICATION PROJECTS WAS IN DOUBT AND HAfB BEEN TOLD BY ARAMCG 
THAT IT WAS ABLE TO BREAK LOOSE FUNDS FOR THE EASTERN PROVINCE 
ELECTRIFICATION SCHEME ONLY WITH DIFFICULTY. FINALLY f SBYERAL CO-IP*.* 
OF ENGINEERS PROJECTS WITH THE MINISTRY OF DEFENSE HAVE BEEN 
UN EXPFCTIDLi Dirxmi) (SEE REF B) AND THS CORPS HAD TO APPLY UNPPK* 
C1DXNTK0 PRESSURE 'TO GET A C0MMITTM1NT ABOUT WHICH PROJECTS WERE 
FUNDED. 

4. ONLY AFTER GETTING THE COUNCIL OF MINISTERS TO ACT DID THE J 
MINISTRY oF 1IANANCE REALIZE T&AT THE CUT IT HAD RECOMMENDED TO THE 
COUNCIL WAS BASED ON WHAT SHOULD HAVE BEEN AN OBVIOUS OVERSIGHT i 
DUR TO SUCK DEMAND OIL LIFTINGS WERE NOT 8.5 MILLION B/D BUT ONLY 
T.2 . TEE MINISTRY IS UNDERSTANDABLY RELUCTANT TO GO BACK TO THE 
COUNCIL 01 MINISTERS AND HAS RESIGNED ITSELF TO DRAWING FRQM SAM A 
HOLDINGS ABROAD If AN ACTUAL DEFICIT MATERIALIZES* THAT DEFICIT 
COULD EE AS MUCH AS 5 BILLION DOLLARS ASSUMING THAT OIL LIFTINGS 
STAY AT T.2, OPEC PRICES DO NOT RISE, AND EVERT RIYAL THAT WAS 
BUDOiTED IE SPENT* IN FACT OVERALL SPENDING LAST YKA£ WAS 96 PEPCSN 
AND TRUE IS A FEELING IN THE MINISTRY OF FINANCE THAT OPEC PRICES 
WILL SOON BE INCREASED BY ABOUT 5 PERCENT. BUT EVEN THAT WOULD COVEf 
ONLJ FOUI MONTHS OF THE DEFICIT, OTHER FACTORS CONSTANT. J 

0. THE MINISTRY OF FINANCE IS UNPREPARED FOR THE NEW AGE OF LIMITS 
IN YET ANOTHER RESPECT; IT HAS NO MECHANISM FOR REGULATING CASH 
FLOWS SO THAT FUNDS ARE NOT SPENT FASTER THAN OIL IS PUMPED. 

LEGALLY A MINISTRY MAY DRAW ITS ENTIRE ALLOCATION AT THS BEGINNING*" 
01 TIE YEAR. WHILE THIS IS NOT LIKELY TO BE A PROBLEM THIS YEAR 
BECAUSE OP FUNDING DELAYS IT INDICATES THAT SAG IS GOING TO HAVE 
TO HIRE BUDGET CONSULTANTS AS WELL A8 PLANNERS. 

6. COMM EH i i THE INCOME CONSTRAINT ON NATIONAL DKTILOPMRNT HAS BEEN 
FOKCEFULLT BROUGHT HOME TO THE COUNCIL OF MINISTERS. THS FACT THAT 
TFK SAC WAS SO SURPRISED AND RE ACT ID SO STRONGLY SUGGEST TgA? THSI% 
MAY SOON BE POLICI SHIFTS ON SUCH ISSUES AS OPEC PRICING. 

& # A A 
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tUAJl SAUDI RBSFONSS TO BUDGIT DEFICIT 
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l. UK iMBASST NAS ifRCTIOOSLT IROItn UlIUROOD 01 SAG Dll 1CU 
TRIS FISCAL ms. OSLO HAS LEARNED THAT IN RSVIEHINC THE BUDGET 
f(A COUNCIL OF MINISTERS HAS FACED HITI A MUCH LARGER PROSPECTIVE 
IRFICIT HHICH It AVOIDED ONLY IT ESQUIRING ALL MINISTRIES TO USE 

onlv tno— thirds or neat the ministry or finance had authorized 

WIM TO SPEND. THIS TUB'S BUDGET HAS BASED ON THAT REDUCED TOTAL. 

BB A RESULT EACH MINISTRY BAS BEEN REASSESSING ITS PROGRAMS TO 
IDENT1FT HHICI PROJECTS CAN BE CM. IN THE MEANTIME PEOJECTS HANG 
IN LIMBO, FUNDS RATE BEEN FOIZIN, AND A HOOD OF UNCERTAINTY PREVAILS 
AMONG ADVISORS AND CONTRACTORS. 

.. .BE SHORTFALL APPEARS TO RATI CAUGHT THE SAG COMF1 ETELT BT 
IURPRISE, LARGELY BECAME THE HINIStET OF FINANCE HAD NO HAT TO 
ST ST SMATICAILI. RELATE FUNDING DECISIONS TO ANTICIPATED REVENUES. 
REQUESTS FROM MINISTRIES HESS EXAMINED AND APPIOEED INDIVIDUALLY 
HITBOUT AMT REFERENCE TO AN Of REAM. (FENDING CEILING. ONLT AFTER 
The MINISTRY OF FINANCE MADE BINDING FUNDING COMMITMENTS TO OTHER 
MINISTRIES DID IT ADD BP TIE TAB. TO ITS SOEEOE IT FOUND THAT NOT 
ONLT NAS PROJECT FUNDING GO PERCENT I IT HAS FAR IN IICESS OF 
PROJECTED REVENUES EASED OH TER SAUDI OIL PRODUCTION CEILING OF 
«0 MILLION B/D. FINANCE PRJNMHtO IBB FIGURES TO THE COUNCIL OF 
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MINISTERS AND ASKED FOR SELF. THE COUNCIL OF MINISTERS RESPONDED 
WITH A DECREE CUTTING PROJECT EXPENDITURES flT 33 PERCENT, THE 
AMOUNT FINANCE CALCULATED NECESSARY TO WIPE OUT THE DEFICIT. 

1 3. TEE* DECREE CAME OUT IN MlD-JUNS AND OFFICIALS AR t\ STILL LAVING 
DIFFICULTY IMPLEMENTING IT. FIRST, MANY SI^PLT DELAYED TAKING ACTION 
BECAUSE THEY DID NOT BELIEVE THE CUT WOULD BE ENFORCED. THEN QUEST 10:* 
AROSE AS Tu WflAl BASE THE 33 PERCENT CUT WAS TO BE IMPOSED ON. 

BUT MuSl IMPORTANT, MINISTRIES ARE THROWN tfACE INTO THS PLANNING 
STAGE SINCE Tail MUST REASSESS PRIORITYES AND TRY TO MAINTAIN THE 
OUTLINES OF PROGRAMS THAT WERE MEANT TO BE MUCH LARGER. THE MINISTRY 
OX AG aICUj*TUa£ AND WATER HAS BEEN HARD HIT BECAUSE IT HAD R*C£IVSD 
m BIGGEST PERCENTAGE INCREASE AND NOW MAT HAVE TO DISMANTLE AN 
INTEGRATED TEAM OF SPECIALISTS WHO CANNOT BE EASILY REASSEMBLED . 

WE HAVE H&AftD AUMuftS THAT FUNDING FOR SEVERAL OF THF REGIONAL 
ELECTRIFICATION PROJECTS WAS IN DOUBT AND HAVE BEEN TOLD BY ARAMCO ’ 
THAT IT WAS AtfLN 10 BREAK LOOSE FUNDS FOR THE EASTERN PROVINCE 
ELECTRIFICATION SCHEME ONLY WITH DIFFICULTY. FINALLY, SEVERAL CORPS 
OF ENGlNti&S PROJECTS WITH TB2 MINISTRY OF DEFENSE HAVE BEEN 
UNEXPECTEDLY DEFERRAL {SEE KEF 3) AND THE CORPS HAD TO APPLY UN PR B- . 
CSDL’NT BI) PRESSURE TO GET A COMMITTMENT ABOUT WHICH PROJECTS WARE 
FUNDED . 


4. ONLY AFTER GETTING THE COUNCIL OF MINISTERS TO ACT DID THt 
MINISTRY wF FIANANCE REALIZE' THAT THE CUT IT HAD RECOMMENDED TO "HE 
COUNCIL WAS BASED ON WHAT SHOULD HAVE BEEN AN OBVIOUS OVERSIGHT; 

DUi To SLACX DEMAND OIL LIFTINGS WERE NOT 8.5 MILLION B/D BIT ONLY 
7.2. THE MINISTRY IS UNDERSTANDABLY RELUCTANT TO GO BACA TO THE 
COUNCIL OP MINISTERS AND HAS RESIGNED ITSELF TO DRAWING FROM SAM A 
HOLDINGS ABAUaD If AN ACTUAL DEFICIT MATERIALIZES. THAT DEFICIT 
COULD BS AS MUCH AS 5 BILLION DOLLARS ASSUMING THAT OIL LIFTINGS 
STAY AT 7.2:, OPEC PRICES DO NOT RISE, AND EVERT RITAL THAT WAS 
BUDGETED IS SPENT. IN FACT OVERALL SPENDING LAST TEAR WAS S6 PERCENT 
AND THERE IS A FEELING IN lai MINISTRY OF FINANCE THAT OPEC PRICES 
WILL SOON BE INCjUASED BY ABOUT 5 PERCENT. BUT EVEN THAT WOULD COVER 
ONLY FOUR MONTHS OF TEE DEFICIT, OTHER FACTORS CONSTANT. 

5. THE MINISTRY OF FINANCE IS UNPREPARED FOR THE NSW AGE OF LIMITS 
IN TEX ANOTHER RESPECT; IT HAS NO MECHANISM FOR REGULATING CASH. 
FLOWS SO TEAT FUNDS ARE NOT SPENT FASTER THAN OIL IS PUMPED. 

LEGALLY A MINISTRY MAY DRAW ITS ENTIRE ALLOCATION AT THE BE&INNJrNG 
OF THE YEAR . WHILE THIS IS NOT LULLY TO SE A PROBLEM THIS YEAR 
BECAUSE OF FUNDING DELAYS XT INDICATES THAT SAG IS GOING TO HAVE 
TO HIRE BUDGET CONSULTANTS AS WELL AS PLANNERS. 

6. COMMENT : ‘THE INCOME CONSTRAINT ON NATIONAL DEVELOPMENT HAS BEEN 
FORCEFULLY BROUGHT HOME TO THE COUNCIL OF MINISTERS. THE FACT THAT 
THE SAG WAS SO SURPRISED AND REACTED $0 STRONGLY SUGGEST THAT THERE 
MAY SOON i>£ POLICY SHIFTS ON SUCH ISSUES AS OPEC PRICING. 
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REFi A) CARACAS 10158 B ) JIDDA 7634 NOTAL 

SUMMARY: SAUDI OIL MINISTER YAMANI CONCLUDED A FIVE DAY 
SURPRISE YISIT TO VENEZUELA SATING THAT THE POSITIONS OK 
THE TWO COUNTRIES ARE NOW VERY CLOSE ON TEE QUESTION OP AN 
OIL PRICE INCREASE AND THAT THEY WILL BE IN AGREEMENT AT THE 
OPEC MINISTERIAL MEETING DECEMBER 16. LITTLE INFORMATION 
IS AVAILABLE SO FAR ON THE PURPOSE OF THE YISIT AND ON Tdi 
SUBSTANTIVE DISCUSSIONS TAMANI HELD WITH PRESIDENT PEREZ AND 
ENERGY MINISTER HERNANDEZ, OTHER THAN THAT TAMANI DELI EV LTD A 
LETTER TO PEREZ FROM THE SAUDI ROYAL FAMILY. TAMANI MADE BRIEF 
COMMENTS ON TBENORTH SOUTH DIALOGUE, THE MIDDLE EAST AND THE US 
ROLE THERE. 

TFIS WAS TAMAN I 'S FIRST STRICTLY BILATERAL VISIT TO CARACAS 
AFTER TEARS 01 PLANNING SUCH A TRIP. WHILE HERE HE LAVISHED 
EFFUSIVE PRAISE ON VIENEZUILA AND PERESIDENT PEREZ. IT APPEAL 
THA THE SAUDIS, ARE MASKING A PARTICULAR EFFORT TO STRENGTHEN 
THEIR OFTEN TROUBLED TIES WITH VENEZUELA. IT IS STILLUNCLEAR 
WHAT THIS MAT MEAN FOR US INTIRtSS. END SUMMARY. 

1. SPEIK TAMANI ARIVFD AT CARACAS OCTOBER 25 ACCOMPANIED BY 
HIS WIFI. THEY WERE HERE AS GUESTS OF PERESIDENT PEREZ AND 
ENERGY MINISTER HERNANDEZ* ALTHOUGH TREE BAYF BEEN REPEATED 
REPORTS FOR MORI THAN A TEAR THAT SUCH A TAMANI VISIT WAS 
IMMINENT, TFE VISIT CAME AS A SURPRISE. TAMANI WAS GIVEN 
TREATMENT 'iSniALLT RESERVED TOR CHIEFS OF STATE AND THROUGHOUT 
HIS VISIT HE WAS 

ACCOMPANIED BY MINISTER HERNANDIZ WHILE MRS TAMANI WAS 
HOSTED BY TEX MINISTER'S WIFE. TAMANI HAD A PRIVATE DINNER 
WITH HERNANDEZ TEE NIGHT OF HIS ARRIVAL AND SPENT THE FOLLOWING 
DAY MEETING WITH HERNANDEZ, RECEIVING BRIEFING PROM PETROLS 
DE VENEZUELA , THE STATE OIL HOLDING COMPANY, AND CONFERRING WITH 
PERESIDENT PEREZ, WHO HOSTED A DINNER IN BIS HONOR THAT NIGHT. 
SAUDI CHARGE ABDULLAH ALTOBAlSHI HELD A RECEPTION FOR TEE 
TAMAN IS FRIDAY EVENING OCTOBER 27. OVER THE WEE-.IND YANAMI 
VISIT! THE LARGE XPANSION PROJECTS AT BE CIDUDAD GUAYANA STL EL AN t 
ALUMINUM COMPLEX IN IASTERN VENEZUL1 BUT APPARENTLY DID NOT 
VISIT VENEZUELA'S MAJOR OIL PRODUCING INSTALLATIONS. BE LEFT 
VENEZUELAN THE EVENING OCTOBER 29. 

2. SUBSTANTIVE INFORMATION ON THE PURPOSE OF HIS VISIT AND 
ON TKF SUBJECTS DISCUSSED WITH PERU AND B2REKDEZ HAS 

BEEN VERY LIMITED AND T HER EH AYE BEE NO OFFICIAL STATEMENTS. 
VENEZUELAN OFFICIALS ARE NOT TALKING. TAMANI WAS REPORTED TO hi 
VISITING VENEZUELA IN HIS CAPACITY AS PRESIDENT OF OPEC'S 
MINISTERIAL COMMITTEE ON STRATEGIES AND TO HAVE DELIXVED 
A PERSONAL LETTER TO PERESIDENTPEREZ FROM THE SAUDI ROYAL 
FAMILY, ALTHOUGH REPORTS DIFFERED AS TO WHETHER THIS LETTER 
WA C FROM KING KHALID OR PRINCE FA HP. 
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s.*yamani made relatively m public comments during eis visa, 

PROBABLY IN PART BECAUSE OF THE CONSTANT SECURITY SURROUNDING 
II M AS WELL AS THE LANGUAGE BARRIER. FOLLOWING A MEETING WITH 
PRESIDENT PEREZ OCTO 26, RE EXPRESSED HIS APPRECIATION FOR 
TIE OPPORTUNITY TO EXCHANGE POINTS OP VIEW WITH PEREZ, SATING 
THAT THEY ARUN FULL AGREEMENT,, PARTICULARY ON OIL MATTERS, 

TAMANI MADE A SPECIAL POINT Of CITING PEREZ'S YISIT TO SAUDI 

ARABIA AND OTHER MIDDLE EASTER OPEC COUNTRIES, IN THE 

IPRING OF 1,977 AS THE ENT WHICH BROUGHT TO A SUCCESSFUL CONCLUSION 

TIE DISPUTE (OVER PRICE LEVELS )VHICE AROSE PROM THE DECEMBER 1976 

OPEC MEETING. HI CONCLUDED BY SAYING THAT THE TWO COUNTRIES 

ARE LOOKING FORWARD ENT HUS I AST I CALLT TO THE UPCOMING OP$C MEET IN'* 

IN ORDER TO PROVE THAT OPEC CONTINUES AND WILL CONTINUE TO BE AS 
ITRONG AS EVER * YAMANI ALSO TAXED AT SOME LENGTH TO THE 
ASSOCIATE DIRECTOR OP THE ENGLISH LANGUAGE BAIL JOURNAL *'HG 
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REPORTED THAT YAMANI HAD SAID HI HAD DELIEVERED A PERSONAL L C? T £/. - 

TO PERES I DINT PEREZ EROM KING KHALID IN TBS US, AND THAT BL 

WAS REPAYING MINISTER HERNANDEZ'S MANY VISITS *C SAUDI ARABIA. ( A LI 
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OTHER REPORTS DESCRIBED THE LETT1RS AS BEING FROM PRINCE FAHD) . 

TAMANI ALSO SAID THAT THERE can BE NO DOUBT THAT OIL PRICES 
BILL GO UP IN THE FUTUER, BUT HAT THE REAL QUESTION IS HOB FAST. 

RE PREFERRED TO SE A GRADUAL RI$E # ‘T8* WOE OF WHICH WOULD DEPEND ONVAHI 
SUPPLY AND DEMAND FACTORS, AND SUGGESTED THAT OIL PRICES WOULD 
PEAK AROUND '1987, TAMANI APPARENTLY; AGREED WITH THE TIE* OF SOME 
IN VENEZUELA THAT OPEC SHOULD M OVERHAULED 90 CITE THE ORGANIZATION 

greater unitt and force in the must, tie was also reported to 

It EMPHATIC I SATING THAT Til POLITICAL HITUATION IN THE MIDDLE 
IA6T0K0T1DTI1 HUM ATTITUDE TOWARD PRICE 

AND PRODUCTION, BUT ADDED THAT THERE WOULD BE DEFINITELY NOT 
II ANOTHER OIL EMBARGO AGAINST THE INDUSTRIALIZED COUNTRIES. 


4. ON BIS DEPARTURE THE ITENING OF OCTOBER 20, TAMANI ALSO 
GATE AN INTERVIEW TO AN ENGLISH SPEAKING REPORTER OF THE 
GOV'S TELEVISION CHANNEL. ASKED ABOUT HIS TALKS W 


TH PRESIDENT 

PEREZ ON OIL PRICES, TAMANI REPLIED THAT WHILE HE TRIED 0 
LEAVE DISCUSSIONS OF THIS QUESTION TO THE OPEC MEETINGS, HI COULD 
SAT THAT SAUDI ARABIA AND VENZUELA NOW HOLD ALMOST THE SAME 
POSITION ON THIS QUESTION. AND THEREFORE THEY WILL TAKE THE 
SAMI POSITION IN ABU DHABI. WITH RESPECT TO THE USE OF THE DOLLAR 
IN OPEC PRICING, HI EXPLAINED THAT SAUDI ARABIA HAS LARGE INVEST- 
MENT IN TIE DOLLAR, WHICH WOULD FALL EVEN FURTHER IF OPEC LEFT 
IT NOW, AND THEREFORE BE BELIEVED OPEC WOULD CONTINUE TO USE 
DOLLARS IN PRICING. COMMENTING ON THE ISRAILI-IGYPT! OAN PEACE 
TALKS, HE SAID TH J ARAB POSITION IS THAT THERE WILL BE NO PEACE 
IN THE AREA UNLESS THE RIGHTS OF THE PALESTINIAN PEOPLE ARE 
OBSERVED AND THE OCCUPIED TERRITORIES RETURNED. ANT MOVES IN 
THIS DIRECTION WOULD BE WELCOME, H* SAID, WHILE ANYTHING SHORT OF 
THIS WAS NOT ENOUGH, TAMANI ALSO SPOKE HIGHLY OF PRESIDENT CARTER'S 


HONESTY AND DEDICATION IN IMPROVING RELATIONS 3RTWEEN THE ARABS 
AND THE US, AND, IN THE AREA OF OIL, IN MOVING FROM CONFRONTATION 
TO A POSITION OF COOPERATION. ASKED ABOUT THE NORTH-SOUTH 
DIALOGUE, RE SAID TH1RI IS NO ALTERNATIVE TO THIS DIALOGUE, 

JND EXPRESSED THE VIEW THAT IT WOULD SUCCEED IN THE FUTURE 
“AMANI WAS PARTICULARLY RESPONSIVE TO a NUMBER OF QUESTIONS 
•ABOUT SAUDI -VINEZfILAN RELATIONS, REFERRING TO THE MANY SIMILARITIES 
BETWEEN THE TWO PHOPLf, WHO ARE OF THE SAME ILOOD BECAUSE OF THE 
ARAB INFULENCI IN SPAIN. BE ALSO COMMENTED ON THE MANY MUTUAL 
INTEEESTS AND CLOSE COOPERATION BETWEEN TEE TWO COUNTRIES, WHICH, 
ALBEIT IN REPLY TO A LEADING QUESTION, HE SAID HAD BEEN ' 

IMPROVED BY THE WORK OF PRESIDENT PEREZ AND MINISTER HERNANDEZ. 

THIS, HE ADDED,, WAS IMPORTANT NOT ONLY FOR THE TWO COUNTRIES 
BUT ALSO FOR OPEC AND FOR TH* I TIRNAf IONAL COMMUNITY. FINALLY, 
NOTING VENEZUELA'S WEALTH, ITS DEMOCRACY, AND ITS GEOGRAPHICAL 
LOACTION, TAMANI SAID THIS I MAKE IT PARTICULARLY IMPORTANT TO 
fit OTHER DEVELOPING COUNTRIES. .. 




». ACCOMPANYING TAMANI DO A INC HIS VISIT, MINISTER HERNANDEZ 
MAS ALSO ASKED ABOUT TIE PURPOSIVE THE VISIT AND OIL PRICES. 

AS IS IIS CUSTOM BOH EVER, BE ALSO BIE081D TO BE PINNED DOVN. 
118ARDINS TIE TISIT, HI SAID ONtI THAT TBS TALES BAD COVERED 
NUT ISSOBS AND THAT TII THO COON TRIES HIRE IN CINSRAL AGREEMENT. 
AS TO VINHZUlLA'S POSITION ON OIL PRICES TOR THE DECEMBER 
OEM MEET INC, HERNANDEZ RZEQSES fO COMMENT SATING THAT 
TO DO 10 HOOLD REDUCE OPEC'S ELlglllLITT IN 1EACBINC A PINAL 

S CISXON. IARLT IN TIE TISIT, BOVITEH, HERNANDEZ HAS QUOTED 
SATINO THAT THERE HERE THREE DISTINCT POSITIONS ON PRICES 
VI SUN OPECJ THF CONSERTATITS POSITION HIICB IOLDS THAT PRICES 
MOULD NOT INCREASE OVER 3 PERCENT, THE MODERATE POSITION 
EATOIINO AN B TO 12 PECENT INCREASE, AND THE RADICAL VI3U 
VI I Cl LOOKS TO AN INCREASE 07 A LUST 13 PIKCINT. (IT SHOULD 
II NOTID THAT THE COT CONSISTINTLT DESCRI1IS ITSELF AS 
A MODIRATI ON OIL PRICINC.) 
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6. SPECULATION ON THE PURPOSE OF THE FISIT NATURALLY 
C7NT*:rED on OIL PRICES. ON REPORT EARLY IN THE YISIT 
CLAIMED THAT SAUDI ARABIA HAD PROPOSED A 5 TO 10 PERCENT 


55 


15790 


INCREASE IN DEC EMBER, PLUS SUCCESSIVE INCREASES IN 1373, 

THERE HAS BEEN NO FURTHER COMMENT ON THIS OTHER THAN A 
CLAIM BT A LEFTIST UNIVERSITY ECONOMIST THAT SAUDI ARABIA 
HAD ALREADY A CREED WITH THE U.S. ON A 19 PERCENT INCREASE, 

BUT THAT THIS WAS NOT ENOUGH AND THAT VENEZUELA. SHOULD 
INSIST ON A 30 PERCENT HUE. WITH LITTLE MORE TO REPOPT, 
MINISTER YAMANt'S VISIT VAS ALL BUT IGNORED IN THE 
WEEKEND PRESS WITH THE EXCEPTION OF TWO LONG ARTICLES BY 
THE DAILY JOURNAL. EDITORIAL COMMENT ON THE VISIT SO 
FAR HAS BEEN LARGELY LIMITED TO THE DAILY JOURNAL, WHICH 
ARGUED THAT THE VISIT WAS EVIDENCE OF SAUDI INTEREST IN 
MOVING CLOSER TO VENEZUELA ON OIL MATTERS, NOT ONLY ON 
PRICING BUT ALSO POSSIBLY’ TOWARD THE LONG-HELD VENEZUELAN 
POSITION FAVORING PRODUCTION CONTROLS WITHIN OPEC. 

7 . COMMENT. MINISTER HERNANDEZ HAS MADE REPEATED VISITS TO 
SAUDI ARABIA, MOST RECENTLY IN LATE SEPTEMBER, BUT IN SPm 
OF A LONGSTANDING INVITATION FROM HERNANDEZ, THIS WAS 
TAMANI'S FIRST VISIT HERE OTHER THAN TO ATTEND OPEC MB5TINL*S, 

IN 1970 AND 1P77. THUS THE TIMING, AND TdE LENGTH 

0? YAMAIN'S STAf, ARE SIGNIFICANT. (WE ALSO UNDERSTAND 
THAT KUWAITI OIL MINISTER ALI KHALIFA , WITH WHOM HERNANDEZ 
ALSO MIT LAST MONTH, IS EXPECTED HERE NOVEMBER 14.) 

8. WE UNDERSTAND FROM ONE SOURCE THE SOLE PURPOSE OF 
TAMANI'S VISIT WAS TO DELIVER THE LETTER TO PRESIDENT PER 57. 

FROM THE ROYAL FAMILY, AND SINCE YAMANI HAD COME FROM Th E U.3., 
THIS WOULD LEND CREDENCE 

TO THE POSSIBILITY THAT THE LETTER VAS FP9M KING \hkllZ RATHER 
THAN PRINCE FA HD. AS PEREZ IS OFTEN KNOWN TO SEND PERSONAL 
LETTERS TO OTHER OPEC HEADS OF STATE, VF CAN SPSCULAT? 

THAT THE SAUDI LETTER MAT PAVE BEEN RE PLY TO ONE DELIVERED 
BT HERNANDEZ IN SEPTEMBER. IN THIS REGARD , WE WOULD 
APPRECIATE ANY INFORMATION AVAILABLE TO JIDDA ON HERN AND a Z 
VISIT THERE. 

9. WF RAVE EVEN LESS INFORMATION AT THIS POINT ON THE 
CONTENTS OF THE LETTER OR THE SUBSTANCE OF TALKS. Vi BELIEVE- 
THAT TAMANI'S ONLY SUBSTANTIVE MEETINGS WERE THOSE 

WITH PFREZ AND HERNANDEZ , THE ONLY TWO GOV OFFICIALS WITH h 
MAJOR ROLE IN FORMULATING THE GOV'S POSITON ON OPIC 
OIL PRICING. IT IS UNDERSTOOD TEAT YAMANI DID NOT 
REPEAT NOT DISCUSS THE QUESTION OF OIL PRICES DURING HIS 
TWO FOUR MEETING WITH THE DIRECTORS OF PETROLEOS DE VENEZUELA , 
EVEN THOUGH MOST OF THE NATIONAL OIL HOLDING COMPANY'S 
MARKETING STAFF WERE PRESENT AT THE MEETING. PETROLEOS 
PLAYS ALMOST NO PART IN OPEC PRICING POLICY? ITS PRICING 
RESPONSIBILITIES ARE LIMITED TO THE PRICING AND MARTSTING 
OF VENEZUELAN OIL AFTER OPEC LEVELS ARE SET. 
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It . Tint GO? BAS NOT SPICITIID ITS POSITION ON BOV HUGE 
BUCKS SHOULD 1NC1IASI, POSSIBLY BlMlHBXRlNG PXRfZ' 
ILl-FATID PREDICTION LAST T1A* AT THIS TIHI THAT PRICES 
tOULD BE INCRIASXD BY 8 PXRCINT AT THX CARACAS OPXC 
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ALMOST CERTAINLY LOOKING FOR AN INCREASE WELL IN EXCESS 
OF 5 PERCENT, AND WITH NATIONAL ELECTIONS TAKING PLACE 
ON DECEMBER 3, IT SEEMS HIGHLY UNLIKELY THAT GOV LEADERS 
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COULD AGREE , EVEN IN STRICTEST CONFIDENCE, TO AN INCREASE 
IN THE NEIGHBORHOOD OF 5 PERCENT, /PRIOR TO THESE 
ELECTIONS. THE SAUDI CHARGE TOLD OS A Eli WEEKS AGO THAT 
RIS COUNTS! WAS FIRM ON LIMITING TH1 PRICE INCREASE IN 
DICFMBIR TO 5 PERCENT, BUT FOLLOWING TAMAN I 'S VISIT Hi 
TOLD US THERE HAD BEEN A TOTAL MEETING OF THE MINDS ON 
ALL ISSUES. GIVEN ODR ASSESSMENT OF THE ORIGINAL GOV 
POSITION , THIS REMARK 9 IF ACCURATE , CAN ONLY MEAN THAT ONE 
OP THE OTHER PARTIES HAVE MOVED FROM THEIR ORIGINAL 
POSITION. ONE OBVIOUS POSSIBILITY FOR A COMPROMISE WOULD 
RE A 5 TO 7 PERCENT INCREASE IN DECEMBER , PLUS AN 
AGRtEMTNT ON ONE OR MORE INCREMENTAL INCREASES LATER IN 
l(7q; n AS DESCRIBED IN THE PRESS REPORT CITED ABOVE. 

TAMAN I MAT ALSO HAVE USED THE VISIT TO COORDINATE WITH 

nRNANDEZ ON *HE FINAL REPORT OF THE OPEC MINISTERIAL 

COMMITTEE ON STRATEGIES, WHICH WE UNDERSTAND IS TO MEET IN NOVEMBER 

*0 PREPARE A FINAL REPORT TO THE DECEMBER OPEC MINISTERIAL 

MFETING. 

11. FINALLY, THE VISIT ALMOST CERTAINLY REPRESENTED A 
UUDI EFFORT TO STRENGTHEN OFTEN TROUBLED RELATIONS 
WITH VENEZUELA AND TO REPAY THE PAST VISITS OF HERNANDEZ 
MD PEREZ TO SAUDI ARABIA. YAMANI SEEMED TO GO OUT OF HIS 
w»T TO LAUD PR RES I DENT PEREZ' ROLE IN SETTLING THE 1977 
PICE SPLIT AND HIS STAY HERE WAS WILL IN EXCESS OF THE 

1 1 ME NEEDED FOR RIS SUBSTANTIVE DISCUSSIONS. ONE ISSUE, 

Whica HAS ANGERED PRESIDENT PEREZ AND REFLECTED THE TROU- 
BL1D RELATION IS THE FACT THAT SAUDI ARABIA HAS NOT HAD 
IN AMBASSADOR HERE FOR A NUMBER CF TEARS AND THERE HAVE 
IIFN REPEATED RUMORS THAT THEIR CHARGE WAS ABOUT TO BE 
NAMED AMBASSADOR. 

12. IT IS UNCLEAR WHY THE SAUDIS PICKED THIS MOMENT 
FOR THE VISIT. PERHAPS IT WAS IN PART A GESTURE TO 
PFREZ AS RF NEARS THE END OF HIS TERM IN OFFICE AND YET, 

ON TEE VENEZUELAN SIDE THERE WAS LITTLE EFFORT TO EX- 
PLOIT THF VISIT FOR DOMESTIC POLITICAL REASONS. IN FACT 
IT WAS GIVEN RATHER LOW KEY MEDIA TREATMENT . PEREZ DID 
IIRANGE FOR YAMANI TO APPEAR ON A LOCAL TELEVISION TALK 
SHOW WITH GROUND RULES THAT BE STAY AWAY FROM MIDDLE 
FAST POLITICS AND CONCENTRATE ON OILT 

12. THE MAJOR TOPIC OF THE MBITINO WAS PROBABLY PRI- 
CING— A MAJOR U.S. INTEREST. WE SHOULDN'T DISCARD THE 
POSSIBILITY HOW TVER , THAT BROADER U.S. INTERESTS WERE 
INIOLVED SUCH AS LONG RANGE OPEC STRATEGY AND THE MID- 
Ut EAST IN GENERAL. 
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K.O. 11652: GDS 

TAGS: ENRG OPEC SA 

: SUBJECT: OPEC PRUE DELIBERATIONS 


HKF.* STATE 266M10 

1 . SUPMAHY. EMBASSY CONCURS WITH RBPTEL PROPOSAL NOT TO 
APPROACH HIGHEST LEVELS OP SAG UNTIL AFTER BLUMENTHAL VISIT. 
HOWEVER, FOR A VARIETY OF INTERNAL AND EXTERNAL POLICITCAL AND 
I'CONCMIC REASCWS, THE SAUDIS WILL PROBABLY BE MUCH MORE RECEPTIVE 
ID COUNSELS OF PRICE MODERATICN THAT TO A SERIES CF ARGUMENTS 
DESIGNED TO PERPETUATE A PRICE FREEZE. END SUMMARY. 


1 . THE EMBASSY CONCURS THAT NO APPROACH SHOULD BE MADE 
TO KEY SAUDI OFFICIALS UNTIL AFTER THE VISIT BY SECRETARY BIJJMENIHAL. 
ONLY IN LIGHT OF THE RESULTS CF THIS VISIT CAN A PRESENTATION 
BE DESIGNED FOR MAXIMUM IMPACT ON SAUDI THINKING. 


?. IT IS OUR IMPRESSION THAT THE SAG HAS NOT YET 
FIRMLY FIXED ON A POLICY POSITION REGARDING OPEC OIL 
PRICING FCR THE DECEMBER OPEC CONFERENCE, AND THEREFORE, 

WILL BE OPEN TO ANY POINTS WE MIGHT MAKE. HOWEVER’, BECAUSE 
OF THE CONSIDERATIONS DETAILED BELOW, THE EMBASSY FEELS THAT THE 
SAUDIS WILL RESPOND MORE FAVORABLY IF THE UNITED STATES URGES ’ 
MODERATION RATHER THAN ADVOCATING NO INCREASE AT AIL. 

S. IN RECENT PUBLIC AND PRIVATE STATEMENTS 

SENIOR SAUDI OFFICIALS HAVE INDICATED THAT AT LEAST SOME INCREASE 

IS BEING SERIOUSLY CONSIDERED. THESE STATEMENTS IN IONDQN, 

DEPUTY PETROLEUM MINISTER AL-TURKI'S STATEMENT LAST WEEK TO 

USLO/RIYADH OFFICERS, AND PRESS REPORTS ON YAMINI’S VISIT 

TO CARACAS WHERE HE STRESSED THAT OPEC UNITY AND STRENGTH WILL 

* 

BE DEMONSTRATED AT THE ABUD DHABI MEETING. 

4. OPEC UNITY HAS ALWAYS BEEN A MAJOR SAUDI OBJECTIVE. 

THE PRICE SPLIT WHICH OCCURRED IN THE FIRST HALF CF 1977 
WAS AS TRAUMATIC FOR THE SAUDIS AS IT WAS FOR THEIR OPEC PARTNERS, 
AND ITS RESOLUTION DID NOT RESULT IN A CLEAR-CUT VICTORY WITHIN 
OPEC FOR SAUDI ARABIA. WE RELIVE IT IS IMJKELY THAT THE 
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SAUDIS WOULD AGAIN JEOPARDIZE BOTH THEIR ? 

PRESTIGE AND THEIR IEAIJHSHIP ROLE WITHIN OPEC FOR A PRICE 
FREEZE AT THIS TIME. 

'■.jj 

5. THE SAUDIS ARE WELL AWARE CF BOTH THE EETHLECHATING BALANCE % 

CF PAYMENTS POSITION CF THEIR OPE C PARTNERS, AND THE PRQBI^MS THAT IN 

DECLINE CF THE DOLLAR HAS CREATED FOR THOSE OPEC STATES WHOSE ! 

• .4 

MAJOR TRADING PARTNERS* CURRECNIES HAVE APPRECIATED AS RESULT. 

THEY HAVE PROBABLY ALSO CALCULATED THAT THEY CAN EXPECT PAR LESS 
HELP FRCM IRAN IN HOLDING THE LINE ON PRICES NOW THAT THE SHAH HAS 
BEEN FORCED TO CONSIDER CUTBACKS IN MAJOR DEFENSE AND 

ENEH3Y-JELATED PWCHASES TO OBTAIN FUNDS NEEDED TO MEET DCMESTIC ■ "I 

DEMANDS. 1 

4 

i* 

■n- 

"i 

1 


4 

i 

•;.y 

1 

i 
4 

7. THERE ARE ALSO POLITICALLY VALID REASONS FOR THE U.S. 

f '.Y.' 

TO COUNSEL PRICE MODERATION. RESPONSES FRCM OTHER POSTS TO RETTEL 

■ :< 

INDICATE THAT WE HUN THE RISK CF ISOLATING OURSELVES FRCM OUR 

OECD PARTNERS BY RESOLUIELYSINSISTENG ON A PRICE FREEZE. J 

FURTHERMORE, IF THE SAUDIS FEEL THAT THE UNTIED STATES IS BEING 

UNREALISTIC ON THE PRICE ISSUE AND UNRESPONSIVE TO THEIR CONCERN FCh 

■ ■ >< 

OPEC UNITY, OUR ABILITY TO CONDUCT A MEANINGFUL DIALOGUE ON A 1 

WIDE RANGE CF KEY ISSUES RANGING FROM MIDDI£ EAST PEACE 

NBGOTlATrONS TO ENCXXJRAGEMEfTT OF EXPANSION CF LONG-RANGE CRUDE '1 

OIL PRODUCTIVE CAPACITY IS LIKELY TO BE WEAKENED; D 

8. FINALLY, WE SHARE KUWAIT'S CONCERN THAT OPECT MIGHT OBT FOR A I 

SYSTEM CF SMALLER PERIODIC PRICE INCREASES IN THE FUTURE . 

YAMANI HAS ALREADY ALLUDED TO THIS POSSIBILITY, AND IF 1HE SAUDIS 
"HOLD THE LINE" ONCE MORE AT OUR REQUEST, THE QUID HO QUO DEMANDED. 

BY THE OTHER OPEC MEMBERS MAY BE JUST SUCH A SYSTEM. THIS, 
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6. ANOTHER FACTOR WHICH WILL INFLUENCE THE SAUDIS IN FAVOR OF 
A PRICE INCREASE IS THEIR OWN CURRENT BUDGETARY PROBLEM. 

THE SAG HAS RECENTLY DRAWN ON FOREIGN RESERVES TO MEET BUDGETED 
EXPENDITURES AS WELL AS REDUCING BY FT AT DCMESTIC PROJECT 
EXPENDITURES BY THIRTY PERCENT. THE SAG APPEARS RELUCTANT TO 
CONTINUE SPENDING OUR CF RESERVES. WITH THE PRESENT WORLD OIL 
SURPLUS, THE ALTERNATIVE OF INCREASING OIL SALES TO MAKE UP THIS 
BUDGTAKY SHORTFALL COULD ONLY BE ACCOMPLISHED AT THE EXPENSE OF 
OTHER OPEC MEMBERS. HENCE A PRICE INCREASE ON PRESENT VOLUME 
LEVELS APPEARS TO BE PREFERABLE. 



WHETHER TIED TO SOME DJtEX OF INRUTTCKARST TRENDS, OR SIMPLY A 
FIXED PERCENTAGE INCREASE ON A QUARTERLY OR SEMI-ANNUAL • BASIS 
WOULD BUILD ANOTHER RATCHET EFFECT INTO THE WORLD BCONCPCEC SYSTEM. 
DANIELS 
OT 
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FN AMEMBASSY JUDDA 
TO AHEHBASSY TEHRAN IMMEDIATE 2<12 
8T 

CONFIDENTIAL jioda 81« 

FOR AWBASSADBR SULLIVAN FROM SECRETARY BLUMENTHAL 
SO. 1 1 632* 60S 

TAGS: OVIP (BLUMENTHAL V MICHAEL) 

SUBJl SECRETARY ELUANT HAL'S VISIT 

REF.I A) TEHRAN 11292 B) TEHRAN 11283 
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AMC 2 

INFO: 
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SA 
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U WHAT IS YOUR CURRENT VIEW TO MY BRING IRQ ENTIRE 
DELEGATION INCLUDING SECRET SEHVICE WITH ME TO 
TEHRAN IN LIGHT Of YOUR ASSESSMENT OF CURRENT SITUATION? 

IF YOQ BELIEVE A SMALLER DELEGATION IS PREFERABLE, I 

WOULD BRING THESFOLLOWXNG PERSONS) ASSISTANT SEX JET ARY 

C FRED BERGSTEN, MY EXECUTIVE ASSISTANT RICHARD FtSHSHt 

PU1E THE CQDEL (SEN LUGaR, CONGRESSMEN CAVANAUGH, HYDE,SSTANTQN) • 

2. TRAVELING PRESS MAY ELECT TO H*V£ ONE REPRESENTATI VE FROM 

AMONG THEM ACCOMPANY ME CNAHC TO BE PROVIDED)* WOULD II MB ASSY 
BE ABLE TO ASSIST °RESS PERSON? TRAVELING PRESS PERSON WOULD 
NOT REPEAT NOT ACCOMPANY ME TO MEETINGS*D 

3. 0«C- l HAVE YOUR RESPONSE, WE WILL PROVIDE ASAP NEW ETA* 
ANTICIPATE APPOINTMENT TIMES WILL BE AFFECTED* 

WEST 

ST 

A8L60 

COiFIDEWIAL 
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VV ’ ESA346RAA7B6 
IR RUQHHR 

tt RUttMRA 0US W€i4$f 
Z#R UtfUW/ Z2K 
R 3M322Z JAN 7» 

rw amsmbassy jidda 

TO RUEHC/SECSTaTE tfASHDC 4440. 

INFO RUQMDH/AMCONSUL DHAMRAH 1750 
RUSHrA/liStO RIYADH 2476 
AU0rtHR/AM£f*J3 ASSY TEHRAN 2644 

41 

WCLA6 JIDDA 0118 
Oi- ENTIRE TEXT) 
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C.O. U0$5i H/A 

tags* soph, soci, sa 

BU3J J SAUDI SUPPORT FOR THE SHAH 

» * 

I. AL-JAZIRA DAILY OF RIYADH FRON-PAGE ON SAT. 

JANS, 1973, THICKER THAN USUAL HEADING TITLED "THE 
KINGDOM AH80UHCES ITS SUPPORf FOR THE REGIME OF THE 
«K AH OF IRAN." 


AON 

PH 

EC2 

CRU2 

SJ 


S. AL- JAZIRA CLAIMS THAT -IT HAD, FOR THE SECOND TIME 
IN LESS THAN A WEEK, ACQUIRED AN EXCLUSIVE INTERVIEW WITH 
THE CROWN PRINCE EMBODYING AN IMPORTANT POLITICAL 
KATEMENT. 


i. THE EXCLUSIVE INTERVIEW WITH THE CROWN PRINCE 
ELICITS THE FOLLOWING RESPONSES TO QUESTIONS POSED BY 
THE NEWSPAPER CORRESPONDENT! 


A. "WE SUPPORT EVERY REGIME THAT ENJOYS LEGITIMACY IN 
ITS COUNTRY AND THE REGIME OF THE SHSH RESTS ON SUCH 
LEGITIMACY.” 

I. * THE 3L0DDY EVENTS IN IRAN SERVE NO INTEREST EXCEPT 
THAT OF THE EMEi'iy. AND WE HOPE THAT THE IRANIANS WOULD 
PUT AN END TO THOSE EVENTS BY THEMSELVES." 

C. THE CONTINUATION OF WHAT IS HAPPENING IN IRAN WOULD 
THREATEN THE FUTURE OF POLITICAL STABILITY IN BOTH THE 
QULF AND THE MIDDLE EAST REGIONS." 


a. THE crow:; prince by way of elaboration made the 

FOLLOWING ADDITIONAL POINT! * THE PRESENT SITUATION IN 
IRAN DOES NOT SERVE THE INTERESTS OF THE IRANIANS 

ulves nor imdeed the interests of Islam of the 

MUSLIMS." BASIL’S OURSELVES ON THE FACT .THAT THE SHSH, 
AS WE SAID, El. JOYS THE LEGITIMATE STATUS, THERE IS HO 
DOUBT THAT WE SUPPORT HIS STATUS AND HIS PRESENCE." 


UNCLASSIF1E 



3. IN A FROHI PAGE EOajORIAL OF THE SAKE DAY, At- JAZIRA 
CO. RENTED ON CROWN PRINCE FAHD’S CALITY AND PRECISION 
DISCRENIOLE IN HIS EXCLUSIVE STATEMENTS MENTIONED ABOVE. 
THE PAPER EMPHASIZED THE KINGDOM'S CONSTANT POLICY OF 
DISTINGUISHING BETWEEN WHAT IS ESSENTIALLY AN INTERNAL 
HATTER FOR ANY COUNTRY* AND WHAT GOES BEYOND THE BORDERS 
OF THEIR COUNTRY. THE NEWSPAPER EMPHASIZED THE KINGDOM'S 
CONSTANT CARE TO MAINTAIN IN EVERY CIRCUMSTANCES GOOD 
RELATIONS NOT ONLY WITH REGIMES THAT REST ON LEGITIMACY 
GUT ALSO WITH THE PEOPLES OF THOSE REGIMES* 


UNCLASSI 
PAGE TW0 1 

394 


S* AL-JAZIRA MAINTAINED THAT BASING HIMSELF ON THE 
KINGDOM’S BELIEF THAT GROWTH AND DEVELOPMENT WOULD 
NOT COME A3CJT NOR 3E THE LOT OF ANY PEOPLE EXCEPT 
IN CIRCUMSTANCES OF SECURITY, PEACE AND STABILITY, 
CROWN PRINCE FAHD APPEALED TO THE IRANIANS TO DEAL 
WITH THE SITUATION THEMSELVES AND DO AWAY WITH THE 
DIFFERENCE WHICH HAVE LED UNFORTUNATELY TO SUFFERING 
AND 3L00DSHED FELT 3Y EVERY IRANIAN. 


7. AL-JAZIRA EMPHASIZED THAT THE FORCE OF ARMS IS 
NOT ALWYS. NOR INDEED SHOULD IT 3E AT AMY TIME, THE 
!£TKOD FOR PEOPLES AND LEADERS TO SOLVE THEIR INTERNAL 
JV03LEKS. THE NEWSPAPER SINGLED OUT AS AN EXAMPLE PAR 
EaCClLANCE THE SAD EXPERIENCE OF LEBANON WHERE TENS 
OF THOUSAND OF LEBANESE WERE KILLED AND HUNDREDS OF 
THOUSANDS WERE WOUNDED OR DISPERSED, NOT TO SPEAK OF 
THE RUIN, DESTRUCTION, AMD ‘ECONOMIC COLLAPSE WITH WHICH THE 
LEBANESE PEOPLE ALONE HAVE 32EN BURNT* 


3. IN CONCLUSION, AL-JAZIRA OPINES THAT IN VIEW OF IRAN’S 
DISTINCTIVE POSITION REGIONALLY AND INTERNATIONALLY FOR 
THE PURPOSE OF POLITICAL, ECONOMIC OR MILITARY STARTEGY 
PLANNING, PEACE AND SECURITY IN IRAN ARE VITAL Fp7. THE 

security and tranquility of the gulf and middle east 

AREAS. " HO ONE CAVE THE IRANIAN PEOPLE, THEIR EMPEROR 
ADD THEIR GOVERNMENT CAN DO ANYTHING TO SECURE SECURITY 
PEACE AND STABILITY FOR IRAN AND ITS PEOPLE AND CONSEQU- 
ENTLY FOR THE ASPECTS OF THE SITUATION IN THE GULF AND 
THE WHOLE MIDDLE EAST. " 

VEST 

3T 

0118 
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FM SECSTATE WASHDC 

TO RUQMKW/AMEMBASSY KUWAIT IMMEDIATE 5242 
RUQMAM/AMEMBASSY MANAMA IMMEDIATE 3003 
RUQMOD/AMEMBASSY DOHA IMMEDIATE 7958 
RUQMBI/AMEMBASSY ABU DHABI IMMEDIATE 2340 
KUQWrr/AMEMBASSY MUSCAT IMMEDIATE 6866 
HUQMNS/AMEMBASSY SANA IMMEDIATE 1254 
IMJQMHR/AMEMBASSY TEHRAN IMMEDIATE 9383 
HIJSBQD/AMEM0ASSY ISLAMABAD IMMEDIATE 3118 
HIJQMBE/AMEMBASSY BEIRUT IMMEDIATE 6310 
iflJEHAM/AMEMBASSY AMMAN IMMEDIATE 6947 
HUEHDM/AMEMBASSY DAMASCUS IMMEDIATE 2638 
RUEHCR/USINT BAGHDAD IMMEDIATE 9519 
HUEHTV/AMEMBASSY TEL AVIV IMMEDIATE 9711 
RUEHEG/AMEMBASSY CAIRO IMMEDIATE 3978 
HUPHMD/AMEMBASSY MADRID IMMEDIATE '6290 
INFO RUQMAT/AME3MBASSY ATHENS IMMEDIATE 0334 
IWK3U/AMEMBASSY ANKARA IMMEDIATE 7401 
HUDTC/AMEMBASSY LONDON IMMEDIATE 6100 
RUFNPS/AMEMBASSY PARIS IMMEDIATE 5181 
KJFHOL/AMEMBASSY BONN IMMEDIATE 2033 
HUEHMO/AMEMBASSY MOSCOW IMMEDIATE 5280 
WKJMRA/AMEMBASSY JIDDA IMMEDIATE 6971 
HUFHNA/USMISSION USNATO IMMEDIATE 2004 
RUEKJCS/SECDEF WASHDC IMMEDIATE 2666 
HIJEKJCS/JCS WASHDC IMMEDIATE 2320 
IfllDNAAA/USCINCEUR VAIHINGEN GE IMMEDIATE 
HUEGBSC/USMIM RIYADH IMMEDIATE 
HFUCBSA/CHUSMTM DHAHRAN IMMEDIATE 
IflICIMAA/CINCMAC SCOTT AFB ILL IMMEDIATE 
fflKJ AAA/USCINCRED MACDILL AFB FL IMMEDIATE 
H1IWTEKA/CINCSAC OFFUTT AFB NE IMMEDIATE 
MI X^MDH/AMCGNSUL DHAHRAN IMMEDIATE 2196 
HIMMYA/USLO RIYADH IMMEDIATE 1528 
MT 

- !■: C R E T STATE 006433 


ACTION 

FM-3 

INFO: 

AMB 

DCM 

POL-2 

m 

EC-2 

OR 

ADM 

ICA 

DAOXXXXX2 

MAAG-2 

CRU-2 

L2/GMH 


67 


ABU DHABI PASS DUBAI 


E.O. 112065 AGDS (DECLASSIFY JANUARY 11, 1979) 

TAGS: MORG, SA , US 

SUBJECT: P-15 VISIT TO SAUDI ARABIA 

REP: STATE 005*100 (NOTAL) 


1. YOU SHOULD BE AWARE THAT AT 0800 WASHINGTON TIME, 

JANUARY 10, WE WILL POST POLLWING JOINT ANNOUNCEMENT BY 
THE UNTIED STATES AND THE GOVERNEMT OF SAUDI ARABIA OF THE 
VISIT OP 12 F-15 AIRCRAFT TO THE KINGDOM MID-JANUARY. AD- 
DRESSEES MAY INFOFM HOST GOVERNMENTS AT THEIR DISCRETION. 


2. TEXT OP JOINT STATEMENT: 

BEGIN QUOTE: AT THE INVITAION OP THE GOVERNMENT OF SAUDI 
ARABIA, THE UNITED STATES WILL DEPLOY A SQUADRON CP P-15 
AIRCRAFT TO SAUDI ARABIA FOR A SHORT PERIOD CP TIME IN 
MID-JANUARY. THE F-15’S WILL DEPLOY -JO RIYADH, THE CAPITAL 
CP SAUDI ARABIA AND WILL VISIT OTHER APPROPRIATE ROYAL 
SAUDI AIR FORCE BASES DURING THEIR STAY IN SAUDI ARABIA. 

THE PURPOSE OP THE DEPLIYMENT WILL BE FOR DEMONSTRATION 
OP THE P-15 AIRCRAFT. THE VISIT IS A DEMONSTRATION OP THE 
CONTINUING CLOSE RELATIONSHIP BETWEEN SAUDI ARABIA AND THE 
UNITED STATES AND OP OUR INTEREST IN THE SECURITY OF THE 
KINGDOM. END QUOTE. 


3. CONTI 
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TO RUEHC/SECSTATE WASHDC IMMEDIATE 3675 
INFO RUQNRA/AMEf’BASSY JIDDA 3008 
RUQWHR/AI1EK3ASSY TEHRAN 3420 
RUFHPS/AMEFBASSY PARIS 4658 
NUFH&S/AMEMBASSY BRUSSELS 6368 
RUDKGPa/AMEMBASSY THE HAGUE 9887 
8T 

S E C R E T LONDON, 00904 
DEp T ALSO PASS DOE 
USFC 
US OECD 



ACTION; 
ECON 5 
INFO* 
AMB 
OCM 
POL 
PM 
OR 
ICA 
ADM 
CRU 
10 


£0 12065s XDS-4, 1/16/99 (MORRIS, ROBERT J). OR-E 

TAGSs ENRG, SA, UK 

SU3J: SAUDI ARABIAN OIL PRODUCTION 

I. (S - ENTIRE TEXT) SENIOR OFFICIALS OF THE SHELL 
GROUP (PROTECT SOURCE AND INFORMATION) WERE IN SAUDI 
ARABIA THE PAST WEEKEND TO SECURE AN ADDITIONAL 


ALLOCATION OF CRUDE OIL. AUTHORITATIVE SOURCES IN 
SHELL REPORT THAT PETROLEUM MINISTER* YAMANI RESPONDED 
THAT TOTAL SAUDI OIL PRODUCTION FOR THE FIRST QUARTER 
OF 1979 WOULD BE HELD TO A DAILY AVERAGE MAXIMUM OF 
4.5 MILLION B/D. SHELL NOTES THE CONTRAST BETWEEN THIS 
STATEMENT AND REPORTS CURRENT IN PIW AND ELSEWHERE THAT 
SAUDI PRODUCTION IS LIKELY TO CONTINUE AT OVER 10 
MILLION B/D AS LONG AS IRANIAN PRODUCTION IS DOWN. 


2. PRESUMABLY THE SAUDIS WISH TO RESERVE THEIR OPTIONS 
AS LONG AS POSSIBLE AND IN ANY EVENT WOULD NOT WISH TO 
.BE CASUAL ABOUT REVEALING THEIR INTENTIONS. POSSIBLY 
TOO THE SAUDIS MAY WISH TO FAVOR THE ARAKCO PARTNERS 
WITH ANY ADDED SUPPLIES* BUT IF YAMANI'S STATEMENT TO 
SHELL REFLECTS A FIRM INTENTION, THEN SUBSTANTIAL 
PRODUCTION CUTS WILL SOON BE FORTHCOMING. 

Brewster 
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m AMEMBASSY LONDON 

TO RJEHC/SECSTATE WASHDC PRIORITY 3934 . 

OTO HLWRA/AMEMBASSY JIDDA 3024 
RUQHHR/AMEMBASSY TEHRAN 3436 
HtKWHrAMEMBASSY KUWAIT 1771 
HUFHBS/AMEMBASSY BRUSSELS 64l6 
RUFjtS/AMEMBASSY PARIS 4746 
RUEXHO/AMEMBASSY TOKYO 6094 
HJQCH/ANKXWSUL EHAHRAN 0882 
BT 

SECRET LONDON 01401 

USEC 

USCPCD 

E.O. 12065: XDS-4 1/24/99 (STHEATOR, E.J.JR.) OR-E 
TAOS: ENRG, SA 

SUBJ: SAUDI ARABIAN OIL PRODUCTION 
RE: A. STATE 9771 B. LONDON 904 


1. (S -ENTIRE TEXT)* SENIOR LONDON-BASED OFFICIAL IN ONE 
CP THE ARAMCO COMPANIES (PROTECT SOURCE AND INFORMATION) 

HAS PRIVATELY EXPRESSED AMAZEMENT THAT SAUDI ARABIA IS 
MAKING ALL OF ITS CURRENT EXCESS CRUDE OIL AVAILABLE TO 
ARAMCO. WHILE DELICHTED AT THIS TURN CP EVENTS, THE OFFI- 
CIAL SAID HE COUID NOT UNDERSTAND THE SAUDI MOTIVATION. 

Hg QUESTIONED THE SAUDIS' JUDGEMENT IN TURNING THEIR 
BACKS ON OTHER CUSTOMERS IN SUCH TIMES CP NEED. 


2. IN CONTRAST TO THE SHELL IMPRESSION RELATED IN REF 
(A), THE OFFICIAL , RECENTLY RETURNED FROM SAUDI ARABIA, 
DOUBTED WHETHERTHE SAUDIS WOUID BE RIGHT ON A QUARTERLY 
BASIS ABOUT THE. .8. 5 MILLION BA) ANNUAL AVERAGE OUTPUT 
TARGET, AT IEAST AT THIS STAGE. BUT HE DID KETHRATE 
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:KMEIHING WHICH NO DOUBT EMBASSY JIDDA AND WASHINGTON 
AGENCIES PEAR FREQUENTLY: THE SAUDIS ARE. MOST UNOCMEER- 
TAFLE ABOUT PRODUCING AT LEVELS APPROACHING AND CFIEN 
EXCEEDING 10 MILLION B/D. 

3. IT WOULD APPEAR 3HAT SAUDI ARABIA'S DECISION TO MAKE 
SEVERAL MILLION B/D CP EXTRA CRUDE OIL AVAILABLE TO 
AJUMCO HAS SOMETHING TO DO WITH SCFHNENG THE IMPACT OF 
TIE IRANIAN SHORTFALL ON THE UNTIED STATES. THUS, EVEN 
'IHE SUBTLEST SAUDI DISENCHANTMENT WITH THE UNITED STATES 

WORD SEEM TO HAVE A POTENTIAL FOR MARKED CHANGES IN U.S. 

OIL SUPPLY. 

UREWSTER 
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TO RUEHC/SECST AT E WASHDC 7508 
INFO R UE HAM/ AMEHBASSY AMMAN 1983 
RUEKAD/USINT BAGHDAD 0220 
RUE KEG/ AMEHBASSY CAIRO 2082 
RUE HDM/ AMEHBASSY DAMASCUS 0691 
RUSBL K/ AMEHBASSY KABUL 0748 
RUSBQD/AMEMBASSY ISLAMABAD 9081 
RUGMRA/ AMEHBASSY JIDDA 3183 
RUDKBT /AMEHBASSY RABAT 0839 ^ 

RUQMHR/ AMEHBASSY TEHRAN 3502^ 

RUEHIV/ AMEHBASSY TEL AVIV 2726 
BT 

CONFIDENT I A L LONDON 08778 

E.O. 12065s RDS-4 5/2/99 (BINNS, J.R.) OR-P 
TAGSt PEPR SA UK 

SUBJECTS ACTIVITIES OF SALIM AZZAM 

u (C - ENTIRE TEXT) SALIM AZZAM, SECRETARY GENERAL 
OF THE ISLAMIC COUNCIL OF EUROPE, HAS BEGUN TO BE VERY 
BUSY IN LONDON* HE HAS HAILED THE LIBERATION OF IRAN, 
EXCORIATED THE EGYPT/ISRAELI TREATY, CALLED FOR THE 
OVERTHROW OF PRESIDENT SADAT, WORRIED TO THE PRESS ABOUT 
COMMUNIST PERSECUTION OF THE AFGHANS, AND, ON APRIL 26, 
ANNOUNCED HE HAD SET UP A COMMISSION TO IDENTIFY AND 
SOLVE THE PROBLEMS OF 225 MILLION MOSLEMS LIVING IN 
MINORITY COMMUNITIES. NOW, WE ARE TOLD BY OUR EGYPTIAN 
COLLEAGUES, HE IS ORGANIZING MEETINGS IN LONDON ON 
MAY 23 AND 27 TO DISCUSS "LIBERATION OF THE ISLAMIC 
WORLD." SENIOR RELIGIOUS FIGURES FROM IRAN AND SAUDI 
ARABIA WILL ADDRESS THE CONFERENCES, WHICH ARE APPAR- 
ENTLY DESIGNED TO EMBARRASS EGYPT YET AGAIN IN THE WAKE 
OF THE ISLAMIC CONFERENCE IN FEZ. 

2. AZZAM CONTINUES TO BE ACCREDITED TO HMG AS A 
MINISTER OF THE SAUDI EMBASSY (FOR PUBLIC. AFFAIRS) . 

HE' IS, HOWEVER, AN EGYPTIAN BY BIRTH AND IS RELATED 
TO, AZZAM PASHA. WE ARE TOLD HIS RELIGIOUS VIEWS ARE 
REMARKEDLY CONSERVATIVE (HE MAY BE AN IKHWAN MEMBER). 

HIS SISTER MARRIED INTO THE SAUDI ROYAL FAMILY. 

3. SINCE THE ACTIVITIES LISTED ABOVE SEEMED UNUSUAL 
TO SAY THE LEAST, FOR A SAUDI DIPLOMAT, EMBOFF RAISED 
AZZAM'S DUAL MANDATE WITH THE FCO IN AN INFORMAL CHAT. 
THE BRITISH, EMBOFF WAS TOLD, HAD COME TO THE SAME 
CONCLUSION. SINCE THE PRESENT SAUDI CHARGE IS NOT A 
FORCEFUL CHARACTER, THE FCO HAS DECIDED TO APPROACH 
THE SAUDIS IN JIDDA. IT MAY BE, AS THE FCO MIDDLE 
EAST DEPARTMENT SUSPECTS, THAT THE SAG IS SIMPLY NOT 
AWARE OF THE EXTENT OF THEIR MINISTER’S EFFORTS — 

HIS WARM WELCOME FOR THE NEW "IRANIAN REPUBLIC" SEEMS 
UNLIKELY TO HAVE BEEN INITIATED IN RIYADH. 

BREWSTER 

BT 
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CONFIDENTIAL STATE 1 14178 

FOLLOWING REPEAT JIDDA 3430 ACTION SCCSTATE INFO ANKARA 
CONAKRY DAKAR JAKARTA KUALA LUMPUR MOGADISCIO MAY 2 

QUOTE CONFIDENTIAL JIDDA 3430 



DEPT PASS ALL NEAR EASTERN i SOUTH ASIAN POSTS 

✓ 

1.0. 120S3S XDS-1 3/2/80 (DANIELS M. GORDON) OR-rt 
TAGSt PEPR, PORG, SA, EG 

lUBJECTl CU) SAUDI ARABIA AND THE ISLAMIC CONFERENCE 
NCFt JIDDA 3297 
1. (C - ENTIRE TEXT), 



S. DURING MAY, l MEETING, EMBASSY POLITICAL OFFICER DIS- 
CUSSED FEZ ISLAMIC CONFERENCE WITH MFA EASTERN AFFAIRS DIR- 
ECTOR AHMAD SIRAJ, SIRAJ SAID THAT SAUDI ARABIA WAS SEND- 
ING A STRONG DELEGATION COMPOSED OF FIVE FOREIGN MINISTRY 
OFFICIALS! FOREIGN MINISTER PRDINCE SAUD, DEPUTY FOREIGN 
MINISTER ABD AL-RAHMAN MANSUR I, DIRECTOR OF INTERNATIONAL 
ORGANIZATION AFFAIRS* SAMIR SH1HABI, DIRECTOR OF INFORMA- 
TION AFFAIRS ABfeAS GHAZZAVI , AND DIRECTOR IF ISLAMIC 
AFFAIRS SHAYKH AHMAD MUBARAK, BECASUE OF SHORTAGES IN 
SPACE IN FEZ, MOROCCANS HAVE ASKED THAT ALL DELEGA- 
TIONS BE LIMITED TO FIVE, 


3. ON THE QUESTION OF EGYPT IANMEMBERSHIP, SIRAJ SAID 
THAT SAUDI ARABIA WAS LEGALLY BOUND TO OBSERVE THE DECI- 
SIONS OF THE BAGHDAD CONFERENCE, HE SAID THAT IF EXPLICIT 
QUESTION OF EXPU.SON OF EGYPT EVER COMES TO VOTE, SAUDI 
ARABIA CANNOT BE EXPECTED TO BREAK WITH ARAB CONSENSUS, 

■t • 
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ATES RESIST 


4. SIRAJ ADDED THAI HE HU tt« s 

EXPULSION OR EGYPT WAS TO HAVE l 

SUCH A MEASURE ON THE BASIS OP DEFENSE OF THE ISLAMIC CON- 
FERENCE CHARTER. (COMMENT i THAT CHARTER HAS NO PROVISION 

FOR EXFLUSlbN OF ANY MUSLIM STATE FROM 

ECE AND SAYS THAT EVERY MUSLIM STATE II 
THE CONFERENCE. ON TKI6 BASIS , XT CAN BE 


EGYPT CANNOT U EX 



IM THE ISLAMIC CONFER - 
ISTLlQIBLE TO JOIN 


AS. If R|HAI 



THAT 
MUSLIM 


». SIRAJ SAID THAT NO ARAB STATE CAN BE EXPECTED TO RAISE 
SUCH AN ISSUE » BUT THAT IF ENOUGH NON-ARAB STATES RAISE 
SERIOUS OBJECTIONS BASED ON DEFENSE OF THE ISLAMIC CONFER- 
ENCE CHARTER. SAUDI ARABIA COULD HELP PREVENT THE EXPLOSION 
ISSUE FROM COMING TO A VOTE OB THE OROUNOS THAT SUCH A VOTE 
WOULD DAMA8E ISLAMIC SOLIDARITY. 

6. POLITICAL. OFFICER POINTED OUT THAT NON-ARAB STATES 
WERE UNLIKELY TO UNDERTAKE SUCH <ASTEP ON THEIR OWN WITH- 
OUT ARAB SUPPORT. AT PREVIOUS ISLAMIC FOREIGN MINISTERS 
CONFERENCES THE NON-ARAB STATES HAVE BEEN UNWILLING TO 
SR INVOLVED IN ARAB QUESTIONS AND HAVE GENERALLY GONE 
ALONG WITH RESOLUTIONS, NO NATTER HOW EXTREME, WHICH THE ARAB 
STATES PROPOSED. SIRAJ ADMITTED THE EXISTENCE OF THIS 
PROBLEM, BUT SAID THAT IF SUCH STATES AS PAKISTAN, INDONESIA, 
MALAYSIA, SENEGAL, OR GUINEA WOULD RAISE ISSUES OF CHARTER 
AND PROCEDURE, A COMPROMISE MIGHT BE POSSIBLE. HE 

NOTED THAT THERE WASNO CHANCE OF IRAN’S BEING HELPFUL. 

7. COMMENT I AT 1978 DAKRA I ft. AMI C FOREIGN MINISTERS 
CONFERENCE NON-ARAB NATIONS BAT ON THEIR HAND WHILE PLO 
AND ITS ALLIES RAN THROUGH THE HOST EXTREME RESOLUTIONS 
ON MIDDLE EAST QUESTIONS AT THIAT CONFERENCE ONLY EFFEC- 
TIVE ACTION BY MODERATES OCCURRED IN HORN OF ARF1CA DEBATE, 

WHEN SOMALIA, SAUDI ARABIA, SUDAN, AND IRAN FELT THEIR 
VITAL INTERESTS WERE AFFECTED. ALTHOUGH IT HAY BE WORTH 

A TRY, THE ISSUE OF DEFENSE OF THE ISLAMIC CONFERENCE 

CAHRIER WILL PROBABLY NOT HAVE SUFFICIENT FORCE TO CREATE EFFECTIVE 

RESISTENCE TO ATTEMPTS TO EXPEL EGYPT FROM THE CONFERENCE. 

IF THE VITAL INTERESTS OF THE NON-ARAB NATIONS ARE NOT 
AFFECTED IT IS UNLIKELY THAT THEY WILL GET INVOLVED 
IN WHAT THEY CONSIDER AN INTRA-ARAB DISPUTE. 

DANIELS. 

UNQUOTE VANCE 
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subject j gaud! Arabia: Force* or uihii^ 

i DEPT PASS ALL NEAR EAST & SOUTH ASIAN POSTS 
Jidda 3379 (IWTAL) 

r 

SUMMARY . Recent government measures taken to enforce 
Saudi Islamic practicea have not addressed basic socirL 
issues in the Kingdom, Actions against the most obvious 
manifestations of westernization may not be sufficient^, 
to resist strong forces of social change. These forced 
include such phenomena as continued foreign education — 
for large numbers of Saudis , the possible introduction ^ 
of compulsory military service, corruption in high levees 
of the society and the continuing need for a large for- 
eign presence to operate and maintain an ihcreasingly 
Sophisticated economy. Although the Saudi Government 
may continue taking such superficial measures as banning 
Muslim children from international schools and banning 
mixed bathing In Jidda hotgl svlnming pools, the govern- 
ment may not be eble 'to -res 1st or control the deeper 
currents bringing sheial changes to the Kingdom. End 
summary . 

introduction 

In reftel we argued that the phrase "Islamic revival" 
uid not apply to Saudi Arabia where Islam is in no need 
of revival . This message expands that argument to 
examine some basic forces In Saudi society which are 
bringing social changes to the Kingdom. The recent 
actions of the government in enforcing public obser- 
/yance of Saudi Islamic custom appear to us to address 
only the most superficial manifestations of social 
change without addressing more basic issues and 
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problems created by the rapid economic development of the 
kingdom . 


Recent me a 
Saudi Arab 
and deeper 
eminent ha 
threats to 
social pri. 
by a serie 
the forces 
religious 


sures intended to preserve the Islamic traditions 
ia are mostly ineffective attempts to stop a stron 
current in the^ opposite direction. The Saudi gov 
s no coherent policy for dealing with perceived 
traditional society and remains divided over its 
orities. The government has responded to these tb 
s of temporizing measures which will not deal with 
for change but which will, it hopes, placate the 
conservatives . 


In spite of the government’s attempts to impose a Wahhabi ve 
sion of Islamic orthopraxy on the Kingdom, there are basic 
forces at work for social change --forces which the govemmen 
has been unable to resist. 

FOREIG N STUDY 

Although the immediate social effects of foreign study are 
debatable, there is little doubt that prolonged exposure to 
Western patterns of thought and behavior by large numbers of 
young Saudis will influence their attitudes toward their soc 
iety. It is not necessary to be a radical to see room for p 
gress and reform in the Kingdom. Although the government is 
taking steps to restrict foreign study to graduate students 
and specialized trainees and to keep undergraduates in the 
domestic universities, there is no evidence of an overall 
decrease in the numbers of Saudis studying abroad. Although 
encouraging students to take their families abroad may help 
young men resist the grosser temptations of 42nd Street, the 
students will still be exposed to influence of the less obt: 
sive Western ways. 

There are presently about 10,000 Saudi students in the Unite 
States under Ministry of Higher Education sponsorship. In 
addition there are another estimated 3,000-5,000 students 
under the sponsorship of such organizations as Saudi Arabian 
Airlines, the Ministry of Defense, and the Ministry of Inter 
Although these numbers are not large in relation to the Saud 
population, on completion of their studies members of this 
group are likely to assume positions of considerable influen 
in the society. As this group grows in size and influence, 
it could become a force for change, if not social or politics 
then at least in • the fields of operation and management . 
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CONS CRIPTION 

Although there is nothing strictly un-Islamic in introducing 
« military conscription system to Saudi Arabia, the military 
authorities involved have had to defend themselves against 
charges of theological innovation ( ibtida * ) , a heresy in 
orthodox Islam (cf . 78 Jidda A-77) . Conscription could mean 
social change of considerable magnitude when young Saudis 
ire expected for the first time to render some service in 
return for government generosity. Although many Saudis wel- 
» 1 'iMiie conscription as a method of instilling a sense of dis- 
cipline, duty, and purpose in the young, these sentiments 
may not be shared by the young people themselves. Although 
details of the plan have not been released, there could be 
\ roblems if conscription is seen as favoring one social group 
a i the expense of another, 

CO RRUPTIO N 

The recent manifestations of concern for public morality, 
with tougher sentences, including flogging, for morals offen- 
ses, have not dealt with the more basic social problem of 
corruption. Although news of misbehavior of princes and high 
officials is carefully kept out of the local press, the increa- 
sing availability of news from foreign sources has overcome 
all attempts at censorship. Holes in foreign newspapers 
arouse curiosity, and intact copies of such papers smuggled 
f'rom abroad are read eagerly. 

In an earlier study (Jidda A-4) we noted that the Saudi royal 
family was not generally perceived as looting the resources 
of the country for personal profit at the expense of the 
ordinary citizen. However, corruption is still a problem 
with serious political and social consequences. Although the 
government has announced anti -corrupt ion measures, it remains 
to be seen how effective these will be. If a perception of 
official corruption and indifference were to gain currency 
among large segments of the population, the basis of religious 
legitimacy upon which the house of Saud rests could be under- 
mined. Although the Saud family has shown an ability to 
take strong measures when its power is threated, it is not 
certain that the family possesses enough internal discipline 
to control the acquisitiveness of some of its members. 

It appears that the government is still concentrating it 3 
efforts on superficial questions of morality while ignoring 
basic issues. The eventual effects of uncontrolled economic 
corruption on Saudi society would be much more drastic than 
the effects of allowing/ for example, foreign Muslim children 
to attend international schools. Saudi Arabia's social sta- 
bility is based not on any police apparatus or on a population 
terrorized into indifference, but on a high degree of consensus 
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on the nature of the state, on the role of religion, and on,| 
the value of preserving Islamic traditions. Corruption and 
indifference among those leading the society could weaken 
that consensus and call into question the legitimacy of the | 
position of the ruling family and its allies, $ 

FOREIGN PRESENCE 

The Saudis have shown a remarkable ability to resist the 
adoption of foreign ways despite the large foreign presence 
in the Kingdom. Possible explanations for this resistance 
include the physical and social isolation of the foreigners 
and the Saudi's self confidence that protects him from imi- 
tation of the West in the manner of the Iranian gharbzade 
(Wes t - infatuated) . Nevertheless, the Saudis will soon Face 3 
some critical questions concerning resident foreigners. 

The nature of the foreign presence will change as society* s< 
economic activities evolve from building infrastructure pro 
jrects to operation and maintenance of industrial, petroch 
ical, social welfare and communications facilities. Most 
observers believe that in the next 10-15 years the Saudi 
economy will become more, not less dependent on foreigners*. 
These foreigners will no longer be casual .construction labo 
ers , but will be long-term residents of the Kingdom working 
in strategic sectors of the economy. 4 

■ -i 

None of the recent "Islamic" measures noted reftel have had ■ 
any effect on the basic question about what kind of society^ 
Saudi Arabia should be in the next 10 to 20 years. If no .5 
rational policy for dealing with the foreign presence is 
adopted, Saudi Arabia may find itself permanently dependent 
on a group of highly-paid foreign mercenaries to operate it 
essential services. Some thoughtful Saudis are asking whet 
they (the Saudis) should become a permanently unproductive 'ja 
class whose main function will be signing checks for forei 
ers. However, the government’s only response so far has ^ 
been limited to steps such as removing insidious Western 'f 
influences as "Six Million Dollar Man*' from the local tele-J 
vision. I 


CONCLUSION 

m wwx 

The Saudi Arabian Government feels that it must maintain a 
delicate balance between continuing its economic moderniza- 
tion program and protecting the traditional social structur 
of the Kingdom. It appears that in order to achieve the 
latter goal the government ha$ taken a series of cosmetic 
actions aimed at resisting only the most obvious and super* 
ficial signs of westernization. The Ministry of Interior, 
the government body most directly responsible fof defending 
public morality, is involve^ in only the most peripheral w a 
with the basic issues shaping Saudi society. Unless there 
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is some radical change of economic and social policy in the 
next few years , the currents of social change will continue 
to gather strength. If the government is going to resist 
or control these currents , it will need to do much more than 
install darkened glass on girls 1 school bus windows. 


DANIELS 
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TO fmUlVAlCONSUL JERUSALEM 
RWIP/AMEMBASSY BEIRUT 

kuokif/amembassy AIRMAN 

RUEHEY/AMEMBASSY CAIRO 
RUOMBA/AMEMBASSY JIDDA 
HUtKKB/AMEMRASSY TONIS 
HJQMKM/AMEMBASSY KHARTOUM 
RUQMKW/AMEMBASSY KUWAIT 
RUQMHR/AMEMBASSY TEHRAN 
HXmDAJSlCA TEL AVIV 
RUEHUS/AMEMBASSY DAMASCUS 
FTOfU/AMEMBASSY TRIPOLI 
RUCJWS/AMEMBASSY SANA 
PJUCMBI/AMEMBASSY ABU DAHABI 
R3WOD/AMEMBASSY DOHA 
RDQMNT/AMEMBASSY MUSCAT 
HWAM/AMEMBASSY MANAMA 
HJFHMR/AMEMBASSY RABAT 
RUFHRS/AMEFBASSY ALGIERS 
BT 

mCLAS SECTION 01 OP 02 

USINPO 

EO 12065 N/A 

USICA FOR PAO: FROM PGM/PPN: 

(FOLLOWING FS MATERIAL NOT FOR PUBLICATION) 

TOE FOLLOWING REPORT BY OSWALD JOHNSTON, HEADLINED: 

"U.S. RECALLS CIA OFFICER TO AVOID RIFT WITO SAUDIS, APPEARED 
IN TOE LOS ANGELES TIMES OF MAY 8: (BEGIN TEXT) 

WASHINGTON— THE CAREER AIKLNISTOATICN ANXIOUS TO HEAD OFF 
A DAMAGING PUBLIC DISPUTE WITO SAUDI ARABIA, HAS QUIETLY 
RECALLED THE CIA STATION CHIEF ATTACHED TO TOE U.S. EMBASSY IN 
JIDDA, U.S. OFFICIALS SAID MONDAY. 

TOE CIA AGENT, WHOSE IDENTITY OFFICIALS REFUSED TO DIVULGE 
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HAD BEEN MARKED FOR JOWAL EXPULSION BY TOE SAUDI LEADERSHIP, 
WHICH HAS BEEN ANGERED FOR MORE TH AN A MONTH BY REPORTS IN THE 
U.S. PRESS CF SPLITS IN THE ARAB NATION'S RULING FAMILY. 

PARTICULARLY DAMAGING TO U.S. -SAUDI RELATIONS WAS A NEWS 
REPORT LAST MONTH IN THE WASHINGTON POST QUOTING UNNAMED U.S. 
OFFICIALS AS EXPRESSING FEAR THAT CROWN PRINCE PAHD, VIEWED BY 
SOME IN THE CARTER ADMINISTRATION AS THE PRO-AMERICAN "STRONG 
MAN " CFTHE SAUDI MONARCHY MAY BE LOSING HIS GRIP. 

THE REPORT, DISAVOWED BY OTHER AMERICAN OFFICIALS FAMILIAR 
WITH THENATURE OF SAUDI CONSENSUS POLITICS, IS KNOWN TO HAVE 
STRUCK A SENSITIVE NERVE IN THE SAUDI LEADERSHIP. THIS 
EPISODE COMES AT A TIME OF GROWING STRAIN BETWEEN THE 
UNITED STATES AND SAUDI ARABIA, THE CHIEF U.S. OIL SUPPLIER, 

OVER THE AMERICAN ROLE IN ARRANGING THE PEACE AGREEMENT BETWEEN 
EGYPT AND ISRAEL.. 

MOST MIDDLE EAST SPECIALISTS IN THE GOVERNMENT WARN THAT 
THE SAUDIS SHOULD NOT BE PRESSED INTO ACCEPTING A U.S. POLICY 
WITH WHICH THEY STRONGLY DISAGREE. NEVERTHEL E SS, THE SAUDIS 
HAVE INTERPRETED SOME VOICES IN THE WHITE HOUSE, THE PENTAGON 
AND CONGRESS AS CONSTITUTING A PRESSURE CAMPAIGN TO INDUCE 
THEM TO ENDORSE THE PEACE TREATY. 

A NEPHEW OF PRINCE FAHD, PRINCE BANDAR BN SULTAN, WAS IN 
THE UNITED STATES ON OTHER BUSINESS WHEN THE REPORT ON THE 
U.S. FEARS OF A SAUDI SPLIT APPEARED. SO GREAT WAS SAUDI 
SENSITIVITY THAT BANDAR WAS INSTRUCTED TO SEEK ASSURANCE FROM 
ADMINISTRATION HIGHER-UPS THAT AN OFFICIALLY SANCTIONED ANTT- 
SAUDI CAMPAIGN WAS NOT UNDER WAY. 

IN SAUDI ARABIA, MAJOR NEWSPAPERS DO MOT PUBLISH. REPORTS 
OP SENSITIVE FOREIGN POLICY ISSUES WITHOUT OFFICIAL 
SANCTION. APPARENTLY, MANY OFFICIALS IN RIYADH, THE CAPITAL, 
HAVE DIFFICULTY BELIEVING THAT A REPORT IN A MAJOR AMERICAN 
NEWSPAPER COULD BE CARRIED WITHOUT THE ENDORSEMENT OF THE U.S. 
GOVERNMENT. 

SAUDI DISPLEASURE FOCUSED ON THE CIA-STATION CHIEF, U.S. 
OFFICIALS SAID, BECAUSE HE WAS KNOWN TO HAVE BEEN MAKING 
INQUIRIES ABOUT THE EXTENT OF DISSENTTON AMONG THE FOUR BROTHERS 
WHO DOMINATE THE RULING FAMILY: KING KHALEID AND PRINCE FAHD 
(BOTH OF WHOM ARE KNOWN TO BE IN BAD HEALTH), AND PRINCE 
BT 
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rucklp/amembassy APMAN 
RJQMBE/AMEMBASSY BEIRUT 
HJEHEY/AMEMBASSY CAIRO 
RUQMRA/AMEMBASSY JIDDA 
RUDKKR/AMMASSY TONIS 
RUQMKM/AMEMBASSY KHARTOUM 
RUQMKW/AMEMBASSY KUWAIT 
TUQMHR/AMEMBASSY THERAN 
RUQMAD/USICA TEL AVIV 
RUEHUS/AMEMBASSY DAMASCUS 
PUQMri/AMEMBASSY TRIPOLI 
RUQKNS/AMEMBASSY SANA 
RUQMBI/AMEMBASSY ABU DHABI 
RUQMOD/ AMEMBASSY DOHA 
RUQM^T/AMEMBASSY MUSCAT 
RUQMAM/AMEMBASSY MANAMA 
RUFHMR/AMEMBASSY RABAT 
RUFHRS/AMEMBASSY ALGIERS 
BT 
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USINPO 

EO 12060 N/A 


ABDULLAH AND PRINCE SULTAN. 

ANNOYANCE APPARENTLY WAS HEIGHTENED BY THE FACT THAT THE 
NEWS REPORT CONTAINED REFERENCES TO INTELLIGENCE REPORTS FROM THE 
CIA OPERATIVE THAT FOCUSED ON FAHD'S POOR HEALTH. 

THE STATION CHIEF BECAME A TRAGET FOR RETALIATION AFTER 
LEAKED VERSIONS OP HIS REPORTING BECAME IDENTIFIED AS A SOURCE 
FOR AN ARTTCIE THAT THE SAUDIS FOUND OFFENSIVE. 

THE INITIAL REPORT OF THE AIKENISTHATTON'S DECISION TO 
WITHDRAW THE CIA MAN WAS MADE PUBLIC LATE LAST WEEK BY CORD 


MAYER, A RETIRED CIA OFFICIAL WHO NOW WRITES A NEWSPAPER COLUMN. 

ACCORDING TO MEYER'S REPORT, WHICH WAS REPEATED OVER THE 
WEEKEND BY A NEWSPAPER PUBLISHED IN KUWAIT, THE SAUDIS 
INITIALLY INTENDED TO EXPEL THE STATION CHIEF AS A PERSONA 
NON GRATA. 
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FEBABim THAT, THE EXPULSION WOUID I£AD TO AN EMBARRASSING 
PUBLIC SQUABBLE, U.S. DIPLOMATS INSTEAD NEGOTIATED A QUIET 
WITHDRAWAL. 

ACKNCWIEDGING THE ARRANGEMENT MONDAY, AIMtNISTRATION 
OFFICIALS ALSO CONFIRMED THAT THE CIA OPERATIVE IS NOW IN 
WASHINGTON ON "HOME LEAVE" AND THAT HE WILL BE REASSIGNED. 

ONE IRRITANT IN THE EPISODE IS THAT FEW MIDDIE EAST 
SPECIALISTS IN THE AEMINISTHATTON SHARE THE VIEW THAT THE 
SAUDI MONARCHY MAY BE RIVEN BY DISSENSION. 

THE PREVAILING VIEW AMONG SPECIALISTS, RATHER, IS THAT ' 
THE FOUR BROTHERS — ALL SONS OF KING ABDUL AZIZ IBN SAUD — SHARE 
AUTHORITY ACCORDING TO A SYSTEM BASED PARTLY ON SENIORITY AND 
PARTLY ON CONSENSUS. ACCORDINGLY, IT IS BELIEVED THAT ANY VIEW 
THAT FAHD COULD BE TAGGED AS "WASHINGTON’S MAN IN 
RIYADH"IS PURE DELUSION. 


NEVERTHELESS, THE SAUDI SENSITIVITY TO REPORTS CF DISSENSION 
IN THEIR RANKS IS ACUTE. DURING THE SAME WEEK IN WHICH THE 
EXPULSION DEMAND FIRST WAS LODGED AND IN WHICH PRINCE BANDAR 
WAS SEEKING ASSURANCES IN WASHINGTON A RARE INTERVIEW SET UP 
EXPRESSLY TO COUNTER THE REPORTS WAS ARRANGED BY ANOTHER CF THE 
POUR BROTHERS, PRINCE ABDULLAH. 

ACCORDING TO SCME ACCOUNTS, ABDULLAH, COPWANDER OF THE 
SAUDI NATIONAL GUARD, HAS EMERGED AS FAHD’S CHE3EF RIVAL. IN 
AN INTERVIEW DISTRIBUTED BY THE BAHRAIN-BASED GULF NEWS 
AGENCY, WHICH IS CAREFULLY MONITORED IN THE WEST, ABDULLAH 
ASSERTED THAT THE MONARCHY IS "UNITED IN OPINION, SPIRIT, 

( i OLCTTVE AND PERSPECTIVE I HAVE NO EXISTENCE EXCEPT THROUGH 

I HAT OF MY BROTHER, HIS HIGHNESS PRINCE FAHD. 

(END TEXT) 

(PRECEDING FS MATERIAL NOT FOR PUBLICATION) ITEM 
HT 
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CONFIDENTIAL JIDDA 3696 

£.0, 12065: GDS 5/9/85 (SIGNER JACKSON L) OR-E 
TAGS: ENRQ OPEC SA US 

SUBJ : DISCUSSION OF IRANIAN SHORTFALL WITH MINPET OFFICIALS 
REP; (A) STATE 95864 (B) STATE 107272 (C) JIDDA 3544 

l.C - ENTIRE TEXT. 


2. USJJD ECON OFFICER AND EMBASSY PETROLEUM REPORTING OFFICER 
HAD HOUR LONG CONVERSATION WITH CHIEF ECONOMIST OF MINISTRY OF 
PETROLEUM AND MINIERALS, FAROUK HUSSEINI, AND SENIOR ECONOMIST 
SULEIMAN AL-HERBXSH ON MAY 6. DRAWING ON POINTS CONTAINED IN REF A 
EMBASSY OFFICERS EXPRESSED CONCERN CWER VERY TIGHT WORLD SUPPLY 
SITUATION WHICH WAS BEGINNING TO SHOW UP AS ACTUAL PRODUCT SHORT- 
AGES IN SOME AS WELL AS BEING THE CAUSE OF INSTABILITY IN 
CRUDE OIL PRICES. 


3. WHEN ASKED WHAT WAS THE SAUDI VIEW CF CURRENT IRANIAN PRODUCTION, 
HUSSEINI REPLIED THAT THEY BELIEVED IT TO BE 4 MILLION fi/D PLUS 
ENOUGH FOR DOMESTIC CONSUMPTION. JSMBCPFS SAID THAT, ALTHOUGH WE UNDER- 
STOOD THAT TO BE THE IRANIANS* STATED GOAL AND THAT PRODUCTION HAD HIT 
THAT IEVEL BRIEFLY AT USAST ONCE, IT WAS (XJR BELIEF THAT IRANIAN EXPORT 
PRODUCTION WAS STILL CONSIDERABLY BELOW THE 4 MILLION B/D MARK AND WAS 
THE PRINCIPAL CAUSE OF THE CURRENT TIGHT SUPPLY SITUATION. THEREFORE, 

A CCMBINATTCN CF SUCCESSFUL CONSERVATION * %ASURE AND CONTINUING HIGH 
LEVELS OF PRODUCTION WOULD BE RB3UIRED TO STABILIZE THE WORLD 01£ MARKET 


4. HU 




dl EXPRESSED CONSIDERABLE INTEREST AND SOME MID SKEPTICISM 


OVER AMERICAN EFFORTS AT CONSERVATION IN LIGHT CP FIRST QUARTER US OIL 
DEMAND AND IMPACT FIGURES' CONTAINED IN APRIL 30 ISSUE OF "PETROLEUM 
INTELLIGENCE WEEKLY. " EMBQFFS WERE ABLE TO POINT OUT THAT, ALTHOUGH 
OVERALL DEMAND HAD CONTINUED TO INCREASE, THE FIGURES ALSO CONTAINED 
EVIDENCE THAT THE PRESIDENTS PROGRAM TO SUBSTITUTE NATURAL GAS FOR 
RESIDEUAL FUEL OIL APPEARED TO BE TAKING HOLD IN THAT DEMAND FOR 
RESIDUAL FUEL OIL ACTUALLY DECLINED DURING THE SAME PEKXOD. WE THEN 
REVIEWED OTHER ASPECTS OF THE PRESIDENT’S ENERGY CONSERVATION PROGRAM, 
ITS EXPECTED RESULTS, AND THAT ITS GREATEST IMPACT WOULD BE APPARENT 
LATER THIS YEAR, THEREFORE, INASMUCH AS THE SUPPLY SHORTAGE WAS WITH 
US RIGHT few, THE MOST IMMEDIATE NEED WAS TO REBUILD WORLD INVENTOR- 
IES TO PREVENT CONTINUING SHORTAGES. HUSSEINI IMIERJECTED THAT HE 
AGREED THAT INVENOTIES, ESPECIALLY IN THE US, WERE ABNORMALLY LOW. 

5. HUSSEINI SPECULATED THAT THE CONTINUING INCREASE IN US 
DEMAND WAS THE RESULT OF FAILURE OF OTHER TYPES OF ENERGY TO BEAR 
THEIR FAIR SHARE OF THE US ENERGY BALANCE. ALTHOUGH HE CONCEDED THAT 
GAS HAD APPARENTLY KEN REPLACING RESIDUAL FUEL OIL, HE QUESTIONED 
WHETHER THERE WERE ADEQUATE DOMESTIC GAS SUPPLIES TO CONTINUE THIS 
TREND. THIS COMMENT WAS PROLOGUE TO A DISCUSSION CF SAUDI ARABIA’S GAS 

GATHERING PROTECT, AND THE POTENTIAL FOR LPG TO PLAY A SIGNIFICANT 

* 

ROLE IN WORLD ENERGY BALANCE, HUSSEINI POINTED OUT THAT THE ESTIMATED 
lA BILLION DO COST CF THE GAS GATHERING PROJECT WAS GREATER THAN THE 
VALUE CF AIL THE CURRENT OIL PRODUCING FACILITIES IN SAUDI ARABIA, 

THAT LGP WOULD REPRESENT A SIGNIFICANT ADDITION TO THE WORLD ENERGY 
BALANCE IN THE COMING YEARS, AND THAT PROPANE AND BUTANE HAD BECOME 
UNDERVALUED IN RESPECT TO BOTH CRUDE AND NATURAL GASOLINE PRICES. 
EMBASSY OFFICERS RESPONDED THAT GREAT UTILIZATION CF LPG, AT LEAST IN 
THE UNITED STATES, WAS DEPENDENT UPON BOTH COMMERCIAL AND REGULATORY 
FACTORS, AND THAT WE ‘WOULD BE HAPPY TO EXPLORE 
THESE MATTERS FURTHER WITH THE MINISTRY. 

6. COMMENT: HUf^INI APPEARED TO UNDERSTAND OUR POINT THAT WESTERN 
CONSERVATION EFFORTS ARE ESSENTIALLY LONG FUN MEASURES AND THAT 
COOPERATION PROM PRODUCERS IS NECESSARY TO 0CMPEMSATE FOR THE IWED- 
IATE EFFECTS OF THE IRANIAN SHORTFALL IN ORDER TO STABILIZE THE MARKET 
AND PROVIDE A CHANCE FOR CONSUMING NATIONS TO REBUILD INVENTORIES. 
HOWEVER, HE REFRAINED FROM COMMENTING ON WHAT THE SPECIFIC SAUDI 
RESPONSE WOULD BE. 

7. HUSSEINI 1 S COMMENTS ON THE ROLE CF LPG ARE INTERSTING IN THAY-THEY 
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ARE THE FIRST WE HAVE HEARD IN ANY DETAIL FROM A SENIOR MINISTRY 
OFFICIAL. ALTHOUGH THE PROSPECT FOR THE SAIE CP IPO HAS BEEN REGULAR 
SUBJECT CP CONVERSATION WITH PETRCMIN PRODUCTION AND MARKETING 
OFFICIALS, THIS IS THE FIRST TIME THE ISSUE HAS BEEN RAISED AT POLICY 
LEVEL. IT IS OUR IMPRESSION THAT THE MINISTRY IS LOOKING AT THE 
CURRENT SUPPLY SITUATION AS A MEANS CP ENHANCING THE PROSPECTS FOR IPG 
SALES. THIS WOULD IMPLY THAT THE SAUDI HAVE AN INTEREST IN MAINTAIN- 
ING A CERTAIN DEGREE OF TIGHTNESS IN THE WORLD CHJEE SUPPLY UNTIL THE 
GAS GATHERING PROJECT GOES ONSTREAM IN MHKL980. QN THE OTHER HAND, 
GROWING SAUDI POLICY -LEVEL INTEREST IN EXPANDING LPG SALES MAY 
PROVIDE US WITH AN OPPORTUNITY TO BROADEN THE DISCUSSION CP FUTURE 
SUADI PRODUCTICN LEVELS BY INCLUDING AN ELEMENT OF SAUDI SEXF-INIEHEST. 

DANIELS 
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•irHTECT: DISCUSSION WITH FRENCH DCM , MR. PIE RRE IAPRANCE ON OIL 

AND ARMS 

1 . THE FRENCH EMBASSY’S DEPUTY CHIEF CF MISSION, MR. 

ITKRKE LAFRANCE, MET ON WEDNESDAY, MAY 16, WITH'fCSSRS. 

» 

NORRIS, SALOCM, AND WALKER TO DISCUSS ISSUES RELATED TO * 

."AUDI ARABIAS PRESENT ROLE IN OPEC. HE ASKED IF USG 
IMBASSY OFFICIERS THOUGHT THAT SAUDI ARABIA WOULD REDUCE 
AKAMCO’S PRODUCTION BELOW 8.5 MHUCN BARRELS PER DAY TO 
P 1 A LEVEL WHICH WOULD REDUCE THE SAUDI 1979 DAILY AVERAGE 
!” 8.5 MBD. HE FURTHER IWAJIRED AS TO WHETHER SAUDI 
AHABIA MIGHT EVEN CUT BACK ARAMCO PRODUCTION MORE 
U'ASTICALLY, THEREBY FACILITATING MORE RAPID OPEC PRICE 
MVSES, REGARDLESS OF THE ADVERSE ECONOMIC AND POLITICAL 
IMPACT OF SUCH A CUTBACK ON SAUDI FINANCIAL ASSETS HELD 
ABROAD,- WE AGREED THAT A DRASTIC CUTBACK WAS VERY 
"NIJKELY AND THAT IN LIEU OF A SAUDI POLICY STATEMENT, 
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am WORKING assumption is that aramco Will, PRODUCE 8.5 
MBD FOR THE REMAINDER OP *1979. 

2. MR. LAFRANCE RECALLED THAT IN RECENT DICUSSIONS 
WITH PETRCMIN OFFICIALS THEY REMINDED HIM THAT THE 
SAG’S TARGETED 14 VED INSTALLED CAPACITY HAD NEVER BEEN 
INTENDED AS A PRODUCTION GOAL, BUT AS CONJTNO0CY 
CAPACITY FOR ’’EMERGENCIES”. 

3. MR. LAFRANCE: OBSERVED THAT THE DEMAND SICE OF THE 
OIL EQUATON ISAS IMPORTANT AS THE SUPPLY SIDE FOR 
AVERTING A SHORTFALL. IN THIS CCNIEXT, HE COMMENTED 
THAT THE FRENCH ARE PUSHING AHEAD WITH NUCLEAR POWER. 
DESPITE CONCERN IN FRANCE ABOUT THE POLICE STATE 
MENTALITY THAT MIGHT EVOLVE TO COMBAT THE THREAT OF 
SABOTAGE. TECHNICAL FAILURE, HOWEVER, IS NOT A WIDE- 
SPREAD FEAR IN FRANCE, HE THOUGHT, BECAUSE THE FRENCH 
HAVE BEEN LUCKY ENOUGH TO AVOID ACCIDENTS. 

4. WHEN WE ASKED MR. LAFRANCE ABOUT OIL DISCUSSIONS 

DURING CROWN PRINCE FAHD’S RECENT VISIT TO PARIS, HE 
CCWIENIPD THAT THE FRENCH .GOVERNMENT HAD REQUESTED A 
RENEWAL CF FRANCE’S OIL PURCHASE AGGREEMENT WITH SAUDI 
ARABIA. THE SAUDIS REPLIED THAT DISCUSSIONS CF THIS 
SHOULD BE DEFEHED UNTIL THE PRESENT SAUDI-FRENCH OIL 
AGREEMENT EXPIRES IN OCTOBER. MR. LAFRANCE THOUGHT 
THAT SAUDI HESITANCY TO RENEW ITS OIL SUPPLY AGGREEMENT 
NOW WITH THE FRENCH MAY HAVE BEEN MOTIVATED BY SAG 
DES IR E TO RETAIN MOTE OIL/FOR DELIVERY TO LDC’S. HE 
OBSERVED THAT SEVERAL COUNTRIES, INCLUDING SPAIN AND 
BANGLADESH, HAVE RENEWWED OIL SUPPLY WITH 

THE- SAUDIS RECENTLY. 

5. MR. LARFANCE CONFIRMED PRESS REPORTS THAT PRINCE 
FAHD HAD DISCUSSED SAUDI PURCHASE OF FRENCH MIRAGES, 
DURING THE PIRNCE’S RECENT VISIT TO PAIRS. WHEN 
ASKED IF THE FRENCH ARE CON&inXNQ EXPLICIT AGREEMENTS 
OF OIL FOR AIMS WITH THE SAUDIS ASTHEY HAVE WITH IRAQ, 

HE QUIPPED THAT THE FRENCH WOU), IF NECESARY, GIVE 
THE SAUDIS OIL IF THEY WOUID PURCHASE FRENCH ARMS. 
UNFORTUNATELY FOR FRANCE, HE ADDED, IT CAJWOT FENE- 
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TRATE TOE SAUDI AHC MARKET, BECAUSE CP THE DONXMANT 
US ROLE. MR.LAFRANCE CONPTOJffiD THAT TOE FRENCH ARE 
OJfTINUEING THEIR VL FOR AIKS AGREEMENT WITH THE 
IRAQIS. 

6. COMMENT: DCM LAFRANCE’S QUESTIONS ABOUT POSSIBLE 
SAG OIL PRODUCTTCN CUTBACKS PR ECEDED BY A FEW HOURS 
MINISTER CP PETROLEUM YAMANI'S STATEMENT IN THE 
WASHINGTON STAR THAT HE THOUGHT THERE WOJID EE NO 
SAUDI OIL PRODUCTION CUTBACK THISYEAR. YJWANI SAID, 
M I THINK 'UNDER PRESENT CURCU^STANCES VIE WILL KEEP . 
PRODUCTION FOR THE' 9 MCN3HS AT 8.5 MILLION BARRELS 
PER DAY, AND TOE FIRST QUARTER WILL STAY AS I T IS, 
n. 5 MBD, SO THE AVERAGE, THE YEARLY AVERAGE, WHL BE 
MORE THAN 8.5 MBD, A LITTLE: BIT LESS THAN 9.0 MED." 
DANIELS 
RT 
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1. (C-ENTTRE TEXT,) ' 

2. THE HONORABLE G EORG E W. BAIL, POWER UNDER SECRETARY OF STATE, 

MET WITH PRINCE ABDALLAH, SECOND DEPUTY PREMIER AND COMMANDER OF THE 
NATIONAL GUARD, FOR NEARLY TWO HOURS ON OCT 14. THE AMBASSADOR AND 
POL/MIL COUNSELOR ALSO PARTICIPATED, 

3. ABDALLAH WELCOMED MR. BAIL WARMLY AJ© LISTENED WITH OBVIOUSLY 
GREAT INTEREST AS MR BAIL D ES C RI BED THE RECENT EVOUIOTION CF 
AMERICAN PUBLIC OPINION ON ME SBITTMNT AND STRATBGI ISSUES. 
EMPHASIZING THAT HE SPOKE AS A PRIVATE CTPESEN, MR BAIL NOTED THAT 
PUBLIC OPINION WAS BEGINNING TO DEFPEPENPIATE SELECTIVELY BETWEEN 
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U.S. NATIONAL DTCERESTS AND THOSE CP ISRAEL. AN ACCOMPANYING 
KA(^TOR WAS GROWING AWARENESS CP THE HITHERTO LITHE KNOWN 
rALESTINIANB AND THEIR PLIGHT. A SECOND CEVELOfMBW WAS 
(MOWING RECOGNITION OF A CCWCNALITY OF UHEEffiSTS SHAPED 
HY THE US AND SAUDI ARABIA IN THE SBCUR3TYCF THE ARABIAN QUIP. 


A, ABDALLAH MENTIONED THREE HAIWFUL W HUM3RS M THAT HAVE CIROJIATH) 
AM )NG MENATIONS FRIENDLY TO THE US: I— THAT PRESIDENT SADAT’S 
9UDDEN INITIATIVE TO VISIT ISREAEL IN 1977 HAD RECEIVED THE 
NECESSARY PRIOR APPROVAL OF THE U.S. ; 2— THAT THE US AND THE USSR 
WERE SOMEHOW IN SECRET AGREEMENT TO LET ARAB STATES FIGHT AMONG 
THEMSELVES, TO THE ULTIMATE ADVANTAGE CP THE SUPERPOWERS; AND 
) — THAT THE U.S. AND USSR HAD AGREED SECI^EHrTt) OPPOSE ISLAM 
JOrNTLY. MR BAIL REASSURED ABpAILrfTTHAT THESE "RUMORS” WERE 
tflTERLY UNIRUE. 


V A3L-8EVERAL POINTS, ABDALUH URGED THAT THE USG DEMONSTRATE 

▼Igor in couniering soviet and surrogate threats to me security. 

ME ADVOCATED A COMBINATION OF "SWINGING THE STICK" AND ACTIVE 
PIPLOMACT. IN THIS VEIN, ABDALLAH (WHO EARLIER IN THE MEETING 


MAD LISTENED INIENTLY TO AMBASSADOR WEST'S REVIEW CP THE 
KHOCCAN MILITARY SITUATION, DERIVED FROM RABAT 7lW ASKED 
m. BALL TO URGE UPON THE CONGRESS AND ELSEWHERE PRCVISION 
(P MILITARY SUPPORT TO KIND HASSAN. TO BOLSTER HIS AIMOCACY 
(»’ FIRMNESS IN THE GULF REGION, ABDALLAH CLAIMED THAT SAUDI 
ARABIA REVERSED IRANIAN AGGRESSIVE DESIGNS ON BAHRAIN BY 
WARNING TEHRAN THAT ANY TAKEOVER ATTEMPT VKXJID BE OPPOSED 
HY THE SAUDIS. WEST 


m 
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SUBJECT! MORALITY NEWS 



1. WRITING IN "AL -MADINA" OF JUNE 3, FEMALE COLUMNIST 
SOHAYLA ZAYN AL -ABIDIN HAMMAD HAS DENOUCED THE IMMORAL 
CONDUCT OF SAUDI YOUTH IN FORIEGN COUNTRIES A HD HAS PRO- 
POSED A NOVEL POLICY FOR DEALING WITH THE PROBLEM. CALL- 
ING OFFENDERS "A DISGRACE TO THEIR COUNTRY", MS. HAHMAD 
SUGGESTS THAT SAUDI EMBASSIES ABROAD SHOULD APPOINT 
INSPECTORS TO CHECK ON NIGHT CLUBS AND SIMILAR PLACES TO 

ARREST THOSE GUILTY "OF VIOLATING OIF RELIGION". VIOLATIONS 
WOULD PRESUMABLE INCLUDE DRINKING , GAMBLING, DANCING, AND 
COMMINGLING. 

2. MR. HAMMAD URGES THAT OFFENDERS, ONCE| ARRESTED, SHOULD 
BE RETURNED TO THE KINGDOM FOR TRIAL. THEIR 

PASSPORTS SHOULD BE WITHDRAWN AND THEY SHOULD BE 
BANNED FROM TR AVELH NG FOR A CERTAIN PERIOD AS A. 

PUNISHMENT. 
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COMMENT t WE HAVE NOT CHECKED WITH THE FOREIB# 
*»NTST6Y TO ASCERTAIN ITS REACTION TO THIS SUGGESTION 
• trr THE POST OF CHIEF INSPECTOR IN LONDON OR PAjtlS 
P !OHT NOT BE A DIFFICULT ONE TO FILL* IF THE SADDI 
DIPLOMATIC MISSIONS ARE UNABLE (OR UNWILLING) TO 
UNDERTAKE THIS TASK, THEN IN THE FUTURE WE RIGHT 
«EE MEMEERS OF THE SOCIETY FOR THE ENCOURAGEMENT 
OK VIRTUE A® PREVENTION OF VICE CARRYING OUT THEIR 
DUTIES IN THE NIGHT CLUB C OF HAMBURG* 

4 * FOREIGN TRAVEL FOR SAUDIS ACTS AS AN IMPORTANT 
r t FETY VALVE TO EASE THE PRESSURES OF LIFE 
AT LEAST FOR THE UPPER CLASSES, UNDER 
VAHHAEI AUSTERITY* THE GOVERNMENT HAS TACITLY 
RECOGNIZED THIS VALUE OF FOR El GN TRAVEL AND HAS MADE 
!T VERY EASY FOR VIRTUALLY ANY SAUDI TO TRAVEL ABROAD 
n NE RESULT OF THIS EASY TRAVEL IS THAT THE 
1.0 CAL PRESS IS OFTEN FILLED WITH COLUMNS 
DENOUNCING THE IRRESPONSIBLE BEHAVIOR OF SAUDIS 
ABROAD. HOWEVER, NO ONE HAS GONE AS FAR AS MR • 

HAMUAD IN PROPOSING GOVERNMENT ACTION. MANY SAUDI 
4 OMEN FR I VAT EL Y COMPLAIN ABOUT THE FREEDOM THEIR 
"H! ENJOY OEVESE AS -- A FREEDOM WHICH IS DENIED 
' f )ST WOMEN, WHO ARE EITHER LEFT IN THE KINGDOM 
'R CLOSELY CHAFERONED WHEN ABROAD. 

*>. IN ANOTHER MOVE ON THE MORALITY FR0NT, •OKAZ* 

'K JUNE ? REPORTED THAT THE MINISTRY OF COMMERCE 

»'s 3 a::ned the imports of T-shirts bearing pictures 

r SOPORT AND TELEVISION HEROES SUCH AS STEVE 
ft U ~T I N , BATMAN, AND MUHAMMAD ALI* 

DANIELS 
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SUBJECT t (U) CONVERSATION BETWEEN SENATOR CHILES AND CROW 
PRINCE FAHD t FA*> # S VIEWS ON OIL. 
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U <C - ENTIRE TEXT** f 

2. SENATOR LAWTON CHILES HAD AUDIENCES -WITH- CROWN PRINCE 
FAHD ON JUNE 4 LASTING MORE TRAN TWO HOURS. MEETING WAS 3 
ALSO ATTENDED BY CHARGE, POL COUNfjjLOR , AND STAFF AIDES -i 
JORDAN *m COLLINS. THREE BASIC S01JECTS WERE COVERED* 
MIDDLE F.ASTPEACE, SAUDI SECURITY* ANO SAG ROLE IN DETER- , 
MINING OIL PRICING AND PRODUCTION# THE FIRST T*0 SUBJECTS 
ARE REPORTED BY SEPTEL* 
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3. CROWS PRItiCS FftHD TOLD SENATOR CHILES THAT SAUDI ARA- 
BIA HAS NO INTEREST lN RAISING OIL PRICES AMD THA IT MAS 
WORKED FOR SEVERAL YEARS TO OIL PRICES DOgNiVBAUOI 

ARABIA UNDERSTANDS THE DANGEROUS CONSEQUENCES OR. SHARP 
RISES IN OIL miCDS. UNfORTUNMEL OTHER' OREC WW1BERS 
HAVE NOT KEPT THE PRICE GUIDELINES DECIDED ON AT IKE LAST 
OPEC METING. SAUDI ARABIA, HOWEVER , HAS ABIDED BY THE 

CONTINUE TO WORK TO MODERATE PRICE INCREASES A NO HE 
THOUGHT T I WAS NECESARY TO GO BACK TO SINGLE PRICE* 

HP DID NOT THINK, THOUGH, THATSAUOI ARABIA COLD CARRY 
THE BATTLE ALONE. IT WOULD BE HLEPFUt? IF THE CONSUMING 
COUNTRIES WOULD PRES? THE OTHER OPEC COUNTRIES ON THESE 


SUBJECTS. ME HAD MADE THIS POINT TO FRANCE » GERMANY, AND 
ITALY DURING HISRECENT TRIP AND HE URGED THEM TO GET IN 
TOUCH WITH THE LEADERS OF THE OTHER GpEC COUNTRIES AND 
POINT OUT THE DANGEROUS CONSEQuENCIES OF A PRICE INCREASE., 
FAHD SAID THAT THE WISHED TO MAKE TWO POINTS FOR THE SENA- 
TOR. SAUDI ARABIA WILL RIGHT AN OIL PRICE INCREASE AT THE 
UP COM I NC OPEC MEETING. FAILING THAT, SAUDI ARABIA WOULD 


APPEAL TO OPEC MEMBER TO BE REASONBLE IN ANY PRICE 
INCREASE, HOWEVER, jr THEKE is price INCREASE, SAUDI 
ARABIA WILL ALSO INCREASE ITS PRICE* IT CANNOT PERMIT 


OTHER COUNTRIES to ENJOY PRICE INCREASESE WHILE IT DOES 
NOT DO SO ALSO, THE SECOND POINT HE WISHED TO MAKE WAS 
THAT IF IT WAS NECESARY TMRAISE PRICES SAUDI ARABIA 
WOULD ALSO INCREASE OIL PRODUCTION AS MUCH AS POSSIBLE* 
HE DID NOT KNOW BY HOW MUCH TI WOULD BE INCREASED, BUT 
IN ANY CASE HE WOLD DO K1S BEST. v 


4. PRINCE FAHD SAID THAT ANOTHER gfitfURE FOR HE CON- 
TINUED INCREASE IN OIL PRICES WASTHE GREED OF THE OIL 
COMPANIES. HE SAID THIS IS ONE AREA WHERE THE WESTERN 
COUNTRIES CAN K&P* OIL COMPANIES HA# TAKEN ADVANTAGE OF 
THE OIL MARKET AND HAVE RAISED PRICKS, SENATOR CHILES 
SIA DIHAT THE US NS VERY CONS Cl SOUS OF THE ROLE THAT THE 
OIL COMPANIES may HAVE RAYED IN THE FIR CE INCREASES. HE 

said That congress has a tax raiLl 

EE FORE IT. HE THOUGHT THEM WOULD Wile* STRONG FIGKf IN 
CONGRESS BUT CONGRESS WILL PASS If” 


5. SENATOR CHILSS SAID THA WE GREATLY. APPRECIATED THE 

SAU) I INCREASE IN PRODUCTION OWING fRE IRANIAN CRISIS. 
WITHOUT THAT INCREASE THE WO#L# WOOL# ,M#WE BEEN IN SERIOUS 
TROUBLE. WE UICER STAND Of ODURSE TJlAt’SRBDI ARAWA CANNOT 
CO HI I HUE SUST AINED PROD UCT UW<*TV#«|^SD’«#fc; .HOWEVER , 
HE HOPED, IN VIEW OF CWRENTKji^ittSjfaffa^'THlfr 
SAUDI ARABIA OUILO DO IT* THIS PERIOD. 

HE NOTED THAT ONE FD THE REASO*i\jiE UWRT*4f ;IS SO ACUTE 
AT f HE PRESENT TIME ISTHA EVERYO«riS ? *IJ»»» OE THE 
DtSuLTS OF THE SHORTFALL AND IS TNYING TO HOADS OIL. IF 

WE CAN get BEYOND THE POINT T 0 . WPiMtt SUPM. ISS , IT WOULD 
RE BETTER. FAHD READILY AGREED. 

6. COMMENTS FAW)'S STATEMENT.-- I* TWICE# MUST BE RAISED 
THEN THE SAG WOULD INCREASE OIL PRODUCT ON AS MUCH AS 
POSSIBLE-- STANDS IN STARK CONTRAW^TO OIL MINISTER Yf.M- 
ANI* S RECENT PUBLIC STATEMENTS ON DETENTION OF THE 6.5 
MILLION B/D PRODUCTION CEILING FOR THE REST OF 1979. THE 
5A9 MAY ENCOUNTER RESISTANCE FBOM OTHER OPEC COUNTRIES 
1? ITS PRODUCTION INCREASES IS SIGNIFICANT ENOUGH TO 
APPRECIABLY REDUCE THE OL MARKET TIGHTNESS. 

THIS MESSAGE HAS NOT BEEN SEEN EY SENATOR CHILES. 

DANIELS 
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1, (S - ENTIRE TEXT) 

2. EMBASSY BELEIVES THA PUBLIC AIRINS OF THESE ALLE OAT IONS 
BY SEC COULD ONLY COMPLICATE FURTHER US- SAO RELATIONS AT A 
TINE WHEN INTERESTS OF FAR OR EATER MOMENT ARE AT ST AIK FOR 
USQ-- NAMELY OIL PRODUCTION ANO PRICING POLICIES TO BE 
TAKEN BY SAS AT UP— CONI MS OPtC MEET INS IN OSNEVA ON JUNE 
ti 


5. OU RELATIONS HAVE RECENTLY CO IK UNDER CONSIDERABLE 
STRESS AS A RESULT OF IMPORTANT USG-SAO DIFFERENCES ON 
THE MID-EAST PEACE. SA0 PREFERS TO MAINTAIN CORDIAL 
BILATERAL REAL! IONS WITH USS TO EXTENT THAT SUCH EXI8ITN0 
DIFFERENCES WILL PERMIT. HOWCVER, IN SAS PERCEPTION A 
MILT IPLICITY OF "MINOR" ISSUES, WHICH SAO USUALLY CON- 
SIDERS OF US OR I SIN ON MANUFACTURE* ARE CURRENTLY 
EXACERBATING TENSIONS WHICH HAVE AIR SEN OVER THE LARBER 

Issues, non- investment of excess saudi fms funds, an 
alleged sex d i scr ini at Ion case in.t« instance of the 

■IOIX-SIYANC0 NOD A CONTRACT, TIC TREASURY PROPOSED 
TAX REGULATION WHICH WOULD DENY TAX 
CREDITS TO US OIL COMPANIES . 

(ARAM CO PRINCIPALS), AND ADVERSE PUBLICITY ABOUT THE 
ROYAL FAMILY IN THE US PRESS ARE EXAMPLES OF ITEMS 
CURRENTLY COMPLICATING OUR BILATERAL RELATIONS. 

4. THEREFORE, WE SUGGEST THAT THE SEC UNDERTAKE CAREFUL 
SCRUTTINY OF THE VALIDITY OF THE ALLEGATIONS, AFTER WHICH 
TIME WE CAN ADVISE HOW AND WHEN TO PROCEED TO MINIMIZE 
ADVERSE FOREIGN POLICY EFFECTS. TO MANE PUBLIC NOW THE 
ALLEGATIONS WOULD RISK UNNECESSARY DAMAGE TO OUR RELATION' 
SHIP WITH THE SAG. 


IN ANY CASE, CAN THE DEPARTMENT REQUEST A STAY IN 
■'* CTIONS UNTIL WE HAVE TIME TO W»Y THE MATTER 
UK I HER , PERHAPS CONSULTING INFORMALLY WITH SAG AS WE 
N PREVIOUS CASES? 


WEST 
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E.O. 12065: GDS 6/20/85 (MEYERS, DONALD F.) ORE-E 
TAGS: ENRG, OPEC, SA 
SUBJECT: ASSISTANT DEPUTY OIL MINISTER VIEWS WORLD OIL SITUATION AND 
UPCOMING OPEC MEETING 

1. SUMMARY: KHIDR HERZOLLAH (PROTECT), ASSISTANT DEPTY 
MINISTER OF PETROLEUM, DISCUSSED WORLD ENERGY SITUATION WITH 
CONSOFF ON JUNE 20. HE CLAIMED LARGE CRUDE OIL PURCHASES BY 
AMERICAN OIL COMPANIES WERE CURRENTLY KEEPING SPOT MARKET 
CHAOTIC AND THAT WITH RECENT LOWER PRODUCTION IN IRAN, MARKET 
DISEQUILIBRIUM WILL PROBABLY CONTINUE. HE WONDERED 
IF IRANIAN GOVERNMENT WAS ** PLAYING GAMES** AT PRESENT 
TO FORCE HIGHER PRICES AT UPCOMING OPEC MEETING. 

HERZOLLAH LEFTE IMPRESSION THAT SAG HAD NOT WORKED OUT 
PRECISE STRATEGY FOR MEETING 8UT WOULD TRY FOR MODERATION 
IN PRICE HIKE AND OFFER TO BOOST PRODUCTION TO BRING 
STABILITY TO MARKET. TOUCHING BRIEFLY ON APPARENT 
STRAINED USG/SAG RELATIONS, HE OBSERVED THAT SAUDI 
"PLITICIANS** WERE LESS PRONE TO DO FAVORS FOR FRIENDS 
WHO DID NOTHING TO PREVENT SOILING SAUDI REPUTATION. 

END SIMMARY. 

2. KHIDR HERZOLLAH, ASSISTANT DEPUTY MINISTER FOR 
PETROLEUM WHO IS PETROMIN YAMANI * S CHIEF EXPERT ON FINANCE 
AND WHO IS LEAVING ON JUNE 23 TO ATTEND GENEVA OPEC 
CONFERENCE, SPOIKE WITH CONSOFF ON JUNE 20 REGARDING 
WORLD ENERGY STIUATION, UPCOMING OPEC CONFERENCE, U.S. 

MEASURES TO CONSERVE ENERGY, U.S. POLITICS, RUMORS OF 
U.S. TAKEOVER OF OIL FIELDS, SAUDI ABILITY TO INFLUENCE 
OIL PRICES, AND USG/SAG RELATIONS. 



HE'RZ GLLAH STATED THAT IT WAS HIS~0PINIONTHAT THE 
IARGE AMERICAN OIL COMPANIES WERE KIIPING SPONT MARKET 
RH ICES HIGH AND CHAOTIC BY PURCHASING LARGE AMOUNTS IN 
THAT MARKS*, HE SAID THAT HE HEARS ALMOST EVERY DAY OF 
OtlE AMERICAN FIRM TRYING TO OUTBID OTHER FIRMS FOR CRUDE. 

A. WHEN IT WAS POINTED OUT TO HERZOLLAH THAT RECENT 
■' r PORT S HAD IRANIAN PRODUCTION CURRENTLY BELOW 
•' 'IIILION E/D AND THAT THIS COULD BE MAJOR CONTRIBUTOR 
ro MARKET DISRUPTION, HERZOLLAH AGREED, HE WONDERED 
IF GOI WAS "PLAYING GAMES" AT PRESENT IN ORDER TO 
HUSH FOR HIGHER PRICES AT OPEC MEETING. IRANIANS COULD 
-’HOW THAT IN SPITE OF THEIR RESUMTPION OF PRODUCTION, 

MARKET WAS STILL DESTABILIZED AND ONLY HIGHER PRICES WOULD 
n/T DEMAND. HOWEVER, HERZOLLAH BALANCED THIS IDEA WITH 
DISCUSSION OF LEFT 1ST ELEMENTS IN IRANIAN OIL WORK FORCE 
WHO WERE HOLDING DOWN PRODUCTION AND LEFT INGS FOR THEIR 
OWN INTERNAL POLITICAL REASONS. 

5. CONSOFF ATTEMPTED SEVERAL TIMES DURING CONVERSATION 
TO STERR HERZOLLAH TOWARD SAUDI POSITION ON UPCOMING 
OPEC MEETING BUTIWITHOUT MUCH SUCCESS. HERZOLLAH LEFT 
IMPRESSION THAT SAG HAD NOT WORKED OUT DETAILED POSITION 
nur WOULD STRIVE FOR "MODERATION." "THERE WILL BE AN 
INCREASE IN PRICES," HERZOLLAH SATED, * BUT I CAN’T SAY 

HOW MUCH." THE ONLY HINT HE ‘WOULD GIVE OF SAUDI POSITION WAS 
THAT HE WOULD LIKE TO SEE "STEADY, UPWARD RISE IN PRICES," 

OV "SMALL INCRIMENTS, NOT BIG JUMPS AS IN THE PAST." 

6. HERZOLLAH WAS MOST INTERESTED IN U.S. EFFORTS TO* CURB 
CONSUMPTION. HE THEN OUTLINED HIS CONSPIRACY THEORY 

DY U.S. ADMINISTRATION TO CONTROL CONSUMPTION BY FORCING 
HIGHER PRICES. "I DON’T THINK YOU GOVERNMENT IS TOO 
UNHAPPY ABOUT THE RECENT PRICE RISE, "SAID HERZOLLAH," 

AS IT FORCES THE U.S. PUBLIC TO DO WHAT THE ADMINISTRATION 
HA S BEEN ATTEMPTING TO OBTAIN BY VOLUNTARY ACTIONS." 

7. IN REPLY TO QUESTION ABOUT POSSIBILITY OF SAUDI ARABIA 
RAISING PRODUCTION, HERZOLLAH SAID THAT "OTHING HAS 

’FEN DECIDED, BUT IT’S A DEFINITE POSSIBILITY." 

PRODUCTION INCREASE MIGHT BRING SOME STABILITY TO MARKET, BUT 
IF IT WERE TRUE THAT IRANIAN PRODUCTION WAS BELOW 3 MBD, 

-AUDI BOOST IN PRODUCTION WOULD NOT GIVE THAT MUCH RELIEF. 
HOWEVER, IF U.S. AND OTHER INDUSTRIAL COUNTIRES CUT BACK 
ON CONSUMPTION AS MUCH AS THEY PROMISED TO DO, MARKET 
COULD RETURN TO SOME FORM OF EQUILIBRIUM. THE PROBLEM 
WAS TILL THERE, HOWEVER, HERZOLLAH SAID, SINCE THIS 
SUPPLY/DEMAND SITUATION WOULD ALLOW FOR NO GROWTH AND 
STAGNANT ECONOMIES. 

T 
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8. WHEN CONSOFFS MENTIONED GREAT DIFFICULTIES FOR LDC 
COUNT IRES MEETING INCREASED COST OF OIL, HERZOLLAH 
SEEMED NOT AS YSMPATHET IC WITH LDC’S AS WITH PLIGHT 

OF INDUSTRIAL COUNTIRES* HE SAID HIGHER PRICES FOR LATTER 
COUNTRIES "HURT US, OUR ECONOMY, OUR IMPORTS, OUR 
INVESTMENT S." 

9. HERZOLLAH THEN ASKED CONSOFF IF HE THOUGHT THERE WAS 
POSSIBILITY THAT U. S. WAS CONSIDERING TAKING OVER SAUDI 
OIL FIELDS* HE SAID "TOP RANKING** SAUDI OFFICIALS HAD 
SAT IN SAME CHAIR THAT CONSOFF WAS IN, AND THEY HAD 
DISCUSSED MATTER IN LIGHT OF INCREASING WORLD ENERGY 
SHORTAGE* OTHER SAUDI OFFICIAL HAD ADVANCED THEORY THAT 
INCREASED SHORTAGE OF ENERGY SUPPLIES WOULD CAUSE 
AMERICANS TO TRY TOAKEOVER IN ORDER PREVENT RAPID 
DETERIORATION IN AMERICAN LIFE STYLE. HOWEVER, THIS 
OFFICIAL SAID THAT SAUDIS WOULD NEVER COOPERATE 

<"VE WILL HAVE THE WORKERS FACING MECCA NINE TIMES A DAY TO 
PRAY") AND U.S. COULD NEVER CONTROL THE FIELDS. HERZOLLAH 
THEN ANSWERED HIS OWN QUESTION BY STATING THAT HE THOUGHT 
" SANE REASONING" WOULD PREVAIL IN USG, AND NOT ATTMEPT 
•WOULD BE MADE. 

9. AGAIN TRYING TO RETURN TO OPEC MEETING, CONSOFF SAID 

THAT SAUDIS WOULD HAVE DIFFICULT TIME AT GENEVA IN PREVENTING 
LARGE PRICE INCREASE BUT THAT WE WERE HOPEFUL THAT THEY 
COULD DO SO, HERZOLLAH REPLIED BY SAYING THAT IT WAS 
DIFFICULT FOR "FRIENDS OF THE U.S." TO BE HELFUL ON OIL 
MATTERS WHEN SAUDIS ARE MADE TO "LOOK BAD" BY CERTAIN 
ELEMENTS IN THE U. S. , AND USG DOES NOTHING TO PREVENT SUCH 
SLANDER. "POLITICIANS (IN SAUDI ARABIA) ARE SENSITIVE TO 
MISREPRESENTATION OF SAUDI ARABIA," AND IT IS DIFFICULT FOR 
THEM TO CONTINEU THEIR COOPERATION WHEN SAUDI ARABIA IS 
VICTIM OF EL1BERATE ATTEMPT TO SOIL ITS REPUTATION. 

10. CONVERSATION ENDED ON UPBEAT NOTE WITH HERZOLLAH TELLING 
OF HIS PLANS TO TAKE HIS WIFE AND CHILDREN TO U.S, NEXT 
MONTH. "I PROMISED TO SHOW THEM WASHINGTON, D.C.," 

HE SAID, "AND I WANT THEM TO SEE ALL THE MONUMENTS." 
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(PARAGRAPHS 1-7 CONFIDENT l AU 


1. THE US AND SAUDI ARABIA* OIL TROUBLES THE VATERS* 

OPEC MEETINGS, LIKE ARAB SUMMITS, HAVE BEEN CONTRIBUTORS 
TO THE PROBLEMS IN THE US-SAUDI RELATIONSHIP. ALTHOUGH 
THE SAUDIS HAVE ASSURED US THEY WILL TRY TO HOLD OIL PRICE 
INCREASES TO A MINIMUM, THIS VEtX* S OPEC CONFERENCE SEEMS 
DESTINED TO BE ANOTHER IRRITANT. 

2. AT THE BAGHDAD MEETINGS, WE HOPED THE SAUDIS WOULD 
TAKE POSITIONS WHICH THEY PERCEIVED TO BE IN BASIC CON- 
TRADICTION TO THEIR INTERESTS AS AN ARAB MUSLIM STATE 
CONCERNED ABOUT JERUSALEM AND PALESTINIAN ASPIRATIONS. 

3. AT OPEC WE WANT SAUDI ARABIA TO TAKE POSITIONS WHICH 
MANY SAUDIS SEE AS OPPOSED TO THEIR ECONOMIC AND POLITICAL 
INTERESTS. 

CA) SOME YOUNG SAUDIS, SOME TECHNOCRATS, AND SOME MEMBERS 
OF THE RULING FAMILY WANT TO CONSERVE OIL PRODUCTION 

AND MAXIMIZE PRICE TO ASSURE STABLE, LONG-TERM GROWTH. 

CB) THE SAUDIS DO NOT WANT TO BE ALONE IN' OPPOSITION 
TO OPEC COLLEAGUES ALTHOUGH THEY HAVE PUBLICLY 
SPECULATED ABOUT POSSIBLE TWO-TIERED PRICING AGAIN, 

PERHAPS AS A BARGAINING CHIP WITH THOSE COUNTRIES 
WANTING SHARP PRICE INCREASES. 
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(C) OTHER ARAB STATES CAND MANY SAUDIS) WOULD SEE 
SAUDI EFFORTS TO ACCOMMODATE THE US ON PRICf.A«> 

PRODUCT ION AS CAPITULATION TO US 

MANY IN THE ARAB WORLD WOULD ARGUE THAT NOW IS PRECISELY 
THE TIME TO REVERSE THE RELATIONSHIP AND GET THE SAUDIS 
TO PRESSURE THE US. OUR LONQ LINEUPS FOR GASOLINE AND 
NEWS STORIES ABOUT SCARCER AND MORE EXPENSIVE HEATING 
OIL THIS WINTER COINCIDE WITH THE, ISRAELI DEBATE ON 
SETTLEMENT POLICY AND CONTINUED ISRAELI MILITARY ACTION 
IN LEBANON. THE TIME IS RIPE, THEY SAY, TO GET THE US, 
ISRAEL’S CHIEF PATRON, TO WRING CONCESSIONS FROM THE 
BEGIN GOVERNMENT. 

4. BUT THE SAUDIS HAVE LITTLE TASTE rOR CONFRONTATION 
AND ONCE AGAIN SEEM TO BE SEEKING, IN PUBLIC AND PRIVATE 
STATEMENTS, A SAUDI-ST YLE COMPROMISE (CAUSING THE MOST 
PEOPLE THE LEAST DISPLEASURE). 

5. INDEED, THERE IS GREAT DOUBT THAT’ THE SAUDIS CAN 
INFLUENCE OPEC AS MUCH AS THEY ONCE DID. THE SAUDI 
ADHERENCE TO THE DOLS 14.55 PRICE PLUS A SMALL SURCHARGE 
HAS NOT KEPT OTHER OPEC MEMBERS FROM STEADILY RAISING 
PRICES. PREDICTIONS NOW CALL FOR NEW PRICES IN THE 
DOLS 15 TO DOLS 2! A BARREL RANGE. ALTHOUGH THE SAUDIS 
ARE INDICATING THEY INTEND TO PRESS HARD FOR PRICE 
MODERATION, THEY MAY HAVE ALREADY RESIGNED THEMSELVES 
TO SUCH INCREASES. 

6. OF LATE THE SAUDIS HAVE MENTIONED A POSSIBLE 
PRODUCTION INCREASE OF 500,000 TO ONE MILLION *BPD , THEY 
MAY SEE THIS AS A TEMPORARY MEASURE WITH THE AIM OF* 

(A) LESSENING DEMAND AND RESTORING MORE ORDER TO THE 
MARKET? 

(B) REDUCING SPOT MARKET PRICES? 

(C) MAKING AN IMPORTANT POLITICAL ACCOMMODATION TO THE 
US TO OFFSET LIKELY CONGRESSIONAL AND PRESS CRITICISM 
OF WHATEVER ACTION OPEC TAKES? AND 

CD) PRODDING CONSUMER COUNTRIES TO MAKE GOOD ON PROMISES 

OF CONSERVATION. 

7. FUNDAMENTALLY, THE SAUDI LEADERSHIP HOPES THE 
RELATIONSHIP WITH THE US, A LONG LASTING AND BENEFICIAL 
ONE FOR BOTH PARTIES, CAN WEATHER THE PROBLEMS CAUSED 
BY OPEC DECISIONS. AFTER A SHARP DETERIORATION IN 
RELATIONS THIS SPRING FOLLOWING THE PEACE TREATY SIGNING 
AND WITHDRAWAL OF SAUDI SUPPORT TO EGYPT, SEVERAL SENIOR 
RULING FAMILY MEMBERS SAID PUBLICLY AND PRIVATELY THAT 
TIES WITH THE US ARE STILL VITAL TO SAUDI ARABIA AND 
DISAGREEMENTS OVER THESE ISSUES SHOULD NOT HURT OUR 
BILATERAL RELATIONS. ESSENTIALLY, THEY CHARACTERIZED THE 
US-SAUDI RELATIONSHIP AS ONE BETWEEN FRIENDS WHO HAD 
AGREED TO DISAGREE. IF THE FINAL OPEC COMMUNIQUE PUTS THE 
US AND SAUDIS AT ODDS, THE SAUDIS MAY HAVE TO DUST OFF 
THE FRIENDSHIP STATEMENTS AGAIN. THEY WOULD THEN EXPECT 
BT 
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r HE US TO RESPOND IN A SIMILAR SPIRIT • 

(LOU) EGYPT! PRESIDENT SADAT OPENED THE NEW PEOPLE’S 
ASSEMBLY ON SATURDAY WITH A SPEECH THAT WAS NOTABLE FOR 
ITS MODERATE RHETORIC* HIS HARSHEST CRITICISM OF THE 
’ EJECT IONISTS CHARACTERIZED THE RULERS OF LIBYA, SYRIA 
AND IRAQ AS "ADOLESCENTS" WHO RULE WITH "...STEEL AND 
MRE AND GALLOWS." HE SAID THAT EGYPT "WOULD NOT ADOPT A 
NEGATIVE STAND ON ANY STEP THEY (THE REJECT I ON I STS) WANT 
10 TAKE... IF THEY WANT A GENEVA CONFERENCE, THEN WE WOULD 
AY YES. IF THEY WANT THE SOVIET UNION * S PARTICIPATION, 

I Hi-2 N WE WOULD SAY YES." SADAT, IN EFFECT, CHALLENGED THE 
REJECT IONISTS TO PRESENT A PROGRAM TO END THE MIDDLE EAST 
CONFLICT, BUT HE WENT ON TO PREDICT THAT THEY WOULD 

-EVADE. . .THE CONFRONTATION...." THE EGYPTIAN PRESIDENT 
PRAISED THE OPPOSITION FOR PROVIDING A "COUNTEROPINION" 

IN BUILDING DEMOCRACY, AND LAUDED THE ROLE OF THE PRESS. 

HE DID, HOWEVER, SPEAK OF "SETTLING ACCOUNTS" WITH THOSE 
WRITERS WHO PUBLISH CRITICISMS OF EGYPT IN THE FOREIGN 
*EDIA IN A BILL TO BE PRESENTED TO THE ASSEMBLY IN AUGUST. 
'■AD AT ALSO SAID THAT HE PLANS TO MEET SOON WITH BEGIN. 
EMBASSY CAIRO COMMENTS THAT, SIGNIFICANTLY, SADAT DID NOT 
ATTACK SAUDI ARABIA OR THE GULF STATES. 

>. (C) ISRAEL-EGYPT: A SENIOR IDF LIAISON OFFICER 

TOLD THE SINAI FIELD MISSION THAT ONE OF TWO ISRAELI 
DIVISIONS IN THE SOUTHERN COMMAND IS BEING PULLED OUT OF 
THE SINAI AND PROBABLY WOULD BE REDEPLOYED IN THE JORDAN 
VALLEY "WHERE IT IS NEEDED." 

10. (U) THE MIDDLE EAST NEWS AGENCY ON JUNE 21 QUOTED 

AN OFFICIAL EGYPTIAN FOREIGN MINISTRY SOURCE AS SAYING 
f MAT THE ISRAELI DECISION TO SET UP A REGIONAL COUNCIL OF 
ISRAELI GOLAN SETTLEMENTS WAS "A NEW PROOF OF CONTINUED 
ISRAELI VIOLATION OF THE PRINCIPLES OF INTERNATIONAL LAW." 

I HE SOURCE ALSO SAID THAT THE ISRAELI MEASURE IS CONTRARY 
in THE CAMP DAVID ACCORDS AND A "CONTINUATION OF ATTEMPTS 
I ' ) PLACE OBSTACLES ON THE ROAD OF A COMPREHENSIVE AND JUST 
ETTLEMENT •" 



11. CU> WEST BANK! THE JERUSALEM POST ON JUNE 20 
REPORTED THAT THE ISRAELI MILITARY GOVERNMENT PREVENTED 
THE SCHEDULED JUNE 19 MEETING CALLED BY HEBRON MAYOR 
QAWASIMA TO PROTEST THE ISRAELI SIT-IN IN THE HADASSAH 
BUILDING. ABOUT 200 HEBRON NOTABLES WERt STOPRED AT . 
ROADBLOCKS WHILE TRYING TO GET TO THE MEETING. ACCORDING 
TO THE POST. QAWASIMA HAD BEEN WARNED THAT THE MEETING 
WOULD BE BANNED, BUT WENT AHEAD ANYWAY. QAWASIMA ALSO 
STATED THAT TRAVEL RESTRICTIONS ON HIM, WHICH INCLUDED A 
REFUSAL OF PERMISSION TO TRAVEL TO THE US, WERE RECON- 
FIRMED BY ISRAELI AUTHORITIES. 

12. <C) EAST JERUSALEM LAWYER ELIAS KHOURY WAS PLEASED 
BY THE ISRAELI SUPREME COURT INJUNCTION FREEZING DEVELOP- 
MENT OF ELON MOREH, WHICH HE DID NOT EXPECT. HE SAID THAT, 
SINCE THERE IS NO ELECTRICITY NOR SEWERS AT THE SITE, IT 
WILL BE DIFFICULT FOR THE SETTLERS TO STAY ON FOR LONG. 

THE COURT IS DUE TO ADJOURN FOR THE SUMMER ON JULY 15 AND 
HE BELIEVES IT UNLIKELY THE CASE WILL BE HEARD BEFORE 
SEPTEMBER. WHEN THE CASE IS HEARD, KHOURY INTENDS TO 

BASE HIS ARGUMENT AGAINST THE SETTLEMENT ON THE SECURITY 

ISSUE, AND IS OBTAINING OPINIONS FROM SOME IN THE ISRAELI 
MILITARY WHICH CONTRADICT THE GOVERNMENT’S CLAIMS. HE 
DOES, HOWEVER, BELIEVE THAT IN THE END THE COURT IS LIKELY 
TO ACCEPT THE SECURITY ARGUMENTS OF THE GOVERNMENT. 

13. (U> ISRAEL.* THE ISRAELI CABINET DECIDED ON SUNDAY 
TO RELEASE DEFENSE MINISTER WEIZMAN FROM SERVING ON THE 
AUTONOMY NEGOTIATING COMMITTEE. WEIZMAN WILL REMAIN 
AVAILABLE FOR CONSULTATIONS WITH THE COMMITTEE ON SECURITY 
MATTERS, AND GENERAL TAMIR, HIS ADVISOR ON NATIONAL 
SECURITY AFFAIRS, WILL REMAIN A MEMBER OF THE DELEGATION. 
REUTER REPORTS THAT WEIZMAN LEFT THE COMMITTEE BECAUSE 

OF HIS STRONG DISSATISFACTION WITH BEGIN’S AUTONOMY POLICY. 
IT APPEARS, HOWEVER , THAT THE TWO HAVE MOVED BACK FROM 
THE CONFRONTATION THAT OCCURRED BETWEEN THEM OVER ELON 
MOREH LAST WEEK. 

14. (U) REUTERS REPORTED ON JUNE 24 THAT FOREIGN 
MINISTER DAYAN UNDERWENT SUCCESSFUL SURGERY TO REMOVE A 
POLYP FROM HIS INTENSTINAL TRACT. HE IS EXPECTED TO LEAVE 
THE HOSPITAL WITHIN THE NEXT 10 DAYS. 

15. (ID ACCORDING TOPRESSREPORTS , A BOMB EXPLODED INSIDE 
A VAN AT TEL AVIV’S BUS STATION ON JUNE 24, KILLING TWO 
ARABS RIDING IN THE VEHICLE. ISRAELI POLICE SOURCES SAID 
THE TWO WERE APPARENTLY ON THEIR WAY TO PLANT THE BOMB 
WHEN IT EXPLODED PREMATURELY. THE PLO CLAIMED RESPONSI- 
BILITY FOR THE BOMBING. 

16. (U) THE NEW CHINA NEWS AGENCY REPORTED ON JUNE 23 
THAT PREMIER HUA KIJO-FEND HAS RULED OUT ANY POSSIBILITY 
OF CHINA OPENING RELATIONS WITH ISRAEL, WHICH HE CLAIMED 
"HAS INVADED THE TERRITORIES OF ARAB COUNTRIES AND REFUSED 
TO RECOGNIZE THE SACRED NATIONAL RIGHTS OF PALESTINE.” 
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17. (U) CANADA- ISRAEL l ON JUNE 23, PRIME MINISTER CLARK 
INDICATED THAT HIS CONTROVERSIAL PLAN TO SHIFT THE 
CANADIAN EMBASSY IN ISRAEL TO JERUSALEM WOULD REMAIN ON 
THE SHELF UNTIL NEXT YEAR. CLARK ALSO SAIDTHAT HE HAS 
SET UP A FACT-FINDING PANEL TO STUDY THE MOVE. 

18. <U) LEBANON: RADIO BEIRUT REPORTED THAT ISRAELI 
WARPLANES ATTACKED TWO TARGETS IN SOUTHERN LEBANON ON 
JUNE 24. ONE GROUP ATTACKED THE AQIBIYEH AREA (9 MILES 
SOUTH OF SIDON) NEAR THE AL-BEYSARIGEH REFUGEE CAMPS. 
PALESTINIAN SOURCES CLAIMED SEVERAL HOUSES AND 20 SHOPS 


WERE DESTROYED AND APPROXIMATELY 25 PEOPLE WERE KILLED 
OR WOUNDED. ANOTHER GROUP OF PLANES STRUCK VILLAGES 
NEAR THE PORT CITY OF TYRE. 

19. (C) SOURCES OF OUR DEFENSE ATTACHE IN BEIRUT HAVE 

CONFIRMED THAT TWO FIJIAN UKIFIL MEMBERS WERE WOUNDED 
JUNE 19 IN AN EXCHANGE OF FIRE WITH PALESTINIANS SOUTH 
OF TYRE. 


20 . (C) DURING RECENT CONVERSATIONS WITH EMBASSY BEIRUT, 
THE GOVERNOR OF SOUTH LEBANON CLAIMED THAT THE RESUMPTION 
OF GOVERNMENT SERVICES TO THE REGION HAS SO FAR BEEN 
SUCCESSFUL. WATER, ELECTRICITY, AND TELEPHONE SYSTEMS 
ARE WORKING IN TYRE, FOR EXAMPLE, AND REPAIRS TO THE LINES 
DELIVERING POWER SOUTH OF THE CITY ARE ALMOST COMPLETE. 

21. (C) EMBASSY BEIRUT REPORTED ON JUNE 22 THAT A 
CEASE-FIRE BETWEEN LEBANESE ARMY CLAF) AND SYRIAN (ADF> 
FORCES IN THE AQURAH AREA CONTINUED TO HOLD. THE LAF 
AND ADF HAVE REPORTEDLY AGREED TO THE FOLLOWING MEASURES 
TO DEFUSE THE SITUATION: 


(A) THE LAF WILL REINFORCE ITS UNITS IN THE AREA; 

CB) THE ADF WILL PULL BACK FROM THE AQURAH AND 
AFQA AREAS; AND 

<« LEBANESE AUTHORITIES WILL COMPLETE THE ROAD 
WHICH THE ADF WAS BUILDING. 
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THE FIGHT TNG BEGAN WHEN THE LAF FIRED ON ADF UNITS 
WORKING ON THE ROAD, WHICH PURPORTEDLY IS INTENDED TO 
LINK SHIA VILLAGES, BUT ALSO GIVES THE ADF MUCH EASIER 
ACCESS TO THE TRADITIONAL CHRISTIAN REGION OF LEBANON* 

22. (C> SYRIA: COMMENTING ON THE SYRIAN GOVERNMENT 
ANNOUNCEMENT OF THE MURDER OF OVER 5 0 ALAWITE CADETS, 
EMBASSY DAMASCUS NOTES THAT THE GOVERNMENT HAS PINNED THE 
BLAME ON THE MUSLIM BROTHERHOOD AND "IMPERIAL I STS" INSTEAD 
OF THE YOUTH OF MUHAMMAD (YOM) , WHICH IS WIDELY CREDITED 
WITH BEING RESPONSIBLE FOR THE RECENT UPSURGE IN 
TERRORISM. AN EMBASSY SOURCE SAYS THAT THE BROTHERHOOD 
(WHICH HAS MUCH MORE SUPPORT AMONG SUNNIS THAN THE YOM) 

WAS CHOSEN DELIBERATELY, IF RELUCTANTLY, BY ASSAD BECAUSE 
HE MUST PLACATE ALAWITE PRESSURE FOR A VERY TOUGH RESPONSE 
TO KILLINGS BY SUNNIS. THE GOVERNMENT IS LIKELY TO 

EMPLOY HEAVY HANDED AND REPRESSIVE TACTICS IN SEARCHING 
FOR THE MURDERERS AND, IF A CAMPAIGN AGAINST THE BROTHER- 
HOOD IS EARNESTLY PURSUED, RUNS THE RISK OF ONLY 
EXACERBATING THE ALREADY SERIOUS INTERCOMMUNAL STRIFE 
BETWEEN ALAWITES AND SUNNIS. 

23. (U> ARAFAT-SOVIET UNION: THE KUWAITI NEWSPAPER 
AL-QABAS, CITING "WELL-INFORMED PALESTINIAN SOURCES, 
CLAIMED ON JUNE 23 THAT PLO LEADER ARAFAT WILL VISIT 
MOSCOW IN JULY AS PART OF A TOUR OF EASTERN EUROPEAN 
COUNTRIES. 

24. (U> WEST GERMA’NY-MIDDLE EAST I CHANCELLOR HELMUT 
SCHMIDT WAS CITED BY THE JERUSALEM POST ON JUNE 22 AS 
SAYING HE THOUGHT A NEW WAR IN THE MIDDLE EAST WAS "MORE 
THAN LIKELY" AND WARNING ISRAEL THAT IT MIGHT LOSE ITS 
FRIENDS AS A RESULT OF ITS CURRENT SETTLEMENT POLICY ON 
THE WEST BANK. "IF ISRAEL GOES ON WITH ITS PRESENT 
POLITICAL COURSE," HE REPORTEDLY SAID, "IT WILL BE DIFFI- 
CULT TO REMAIN A FRIEND." (IT HAS BEEN REPORTED EARLIER 
THAT GERMAN FOREIGN MINISTER GENSCHER WILL VISIT SEVERAL 
ARAB STATES LATER THIS SUMMER.) CHRISTOPHER 

BT 


If - 

NNNNWW XSB042BRA376 
00 RUQMHB 

DC RUIHC #2704 1850230 
:ny CCCCC ZZH 
0 040113Z JUL 70 
ftt SSCSTATE WASHDC 

TO RUEHAL/AMCONSUL ALEXANDRIA IMMEDIATE 2107 

INFO ALL NEAR EASTERN AND SOUTH ASIAN DIPLOMATIC POSTS IMMEDIATE 
BT 

CONFIDENTIAL STATE 172704 
ALIIANDRIA PASS USMXDEL STRAUSS 

' FOLLOWING SENT ACTION SSCSTATE IN70 BAGHDAD DHAIRAN JERUSALEM 
, MOGADISCIO RITADH KUWAIT JULT 1 

f QOOTE 

I 

'CONFIDENTIAL JIDDA 4865 

DEPT. PLEASE PASS TO NEAR EAST AND SOUTH ASIAN POSTS 

K.O. 120631 GDS 7/1/85 (BOTIS £ EUGENE) OR-P 
TAGS: PEPR SA US 

SOBJ : (U) KING KHALID'S JUNE 30 INTER? I EW WITH KUWAITI NEWSPAPER 
AL-SITASSAH 

1. (U) PORTIONS 01 KING KHALID'S INTERTIIW JUNE 30 

tfITH KUWAITI NEWSPAPER AL-SIYAS8AH WERE PROMINENTLY FEATURED 
ON FRONT PAGES OF SAUDI NEWSPAPERS JULT 1, 

BOTH ENGLISH AND ARABIC* MOST OF THEM STSSSSD STATEMENTS 
ON GULF SECURITY AND RELATIONS WITH UNITED STATES. 

ON GULF SECURITY, SAUDI GAZETTE QUOTED HIM AS SATING: "WE BELIEFS 
THAT ANY INTERFERENCE IN THE BIGION WILL NEWER ACHIEVE THE AIMS 
THAT PROMT IT* INF ACT, IT WILL ACHIEFE PRECISELY THE OPPOSITE. 

IT IS THE PEOPLE OF THE REGION ALONE WHO SHOULD EE 
RESPONSIBLE FOR PROTECTING THE REGION, AND THE 

* PEACE-LOWING POWERS SHOULD SNC0U1AGE THEM IN THAT RESPONSIBILITY." 

2 . (U) 00 US RELATIONS AND TIB EGYPT I AN-I SRAELI TREATY. 

SAUDI OAtETTE REPORTS THAT THE KING ASSERTED THAT, 
m?EWER HAD BEEN SAID ABOUT SAUDI DISAO&SBMNTS WITH THE US 
OVER THE EGYPT-ISRAEL TREATY, ELAT IONS BETWEEN THE KINGOM AND 

THE US ARE STRONGLY BASED ON MUTUAL COOPERATION IN DIFFERENT FIELDS. 
THE DIFFERENCES OWSR THE TIBATT DO NOT AFFECT THE CONTINUITY OF 
FRIENDSHIP WITH TBS UNITED STATES." HI IS REPORTED TO HAWS GONE ON 
TO SAY: OUR STAND COMES FROM THE BELIEF THAT THERE CAN BE NO 

COMTREHXNSIWI PEACE IN THE REGION UNTIL AKAB RIGHTS AND LAND ARE 
COM ETELY RESTORED. THE KINGDOM'S STAND IS GETTING INCREASED SUP- 
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P01T IN AMERICA, BOT IN ANT CAS I, Til TACT TUT in HATI DirmiNI 
Tins ON THIS ONS SOBJICT 0018 NOT APPICT 001 PHIBNDSHIP." 

3 . (C) COMMSNft rWII'S STAtlUNTS OH Til P1ACI fUATT AMS OS 
1XUTIONS All C0NSIST1NT WITH ATTMPT H SAS TO U1P 
MIDD11 1AST PIACI P10B11MS SIPA1AT1 UOM SAODI-VS 1ILATXUL 
RELATIONS AND TO PRISIM! AS MOD 1IUTUIAL MLATIONS AS POSSIBll. 
11 MAKES ON 501P SICU1ITT AU C0N8I STINT HIT! SABOI STAND TUT 11ST 
VAT TO ASSOBI 50 LP S1C01ITT IS TElOOOI ST1INMUNIN0 DIP1NS1S OP 
OOLP COONT1I1S, RATHER TIAN T1I0001 PK1S1N01 OP OS BASIS IN All A. 

VI D0Q1T , HOVtm, TUT EIAI.ID M1AHT TO SAT TUT OS INtll- 
T1NTI0N C001D II 0NVHC0M1 IN CAS IS OP BIUCT ATTACK IT 0SS1 01 
S0TI1T-BACI1D S01H00AT1. SAOBI OPPICIALS UT1 1HN PUNE TO Till 
OS Q0I1TLT BOT 0PPICIA11T TUT TUT 1ZP1CT BIUCT OS INVOLVEMENT IN 
TUT 1TBNT. VIST 

ONQOOTI CIBISTOPHU 
BT 
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! LONDON TOR GLASPIE 
! TARIS TOR NICHOLAS MURPHT 
DOD/ISA FOR RANSOM 

OTHIR ADDRESSEES FOR CHIEFS OF MISSION 


WARNING NOTICE SENSITIVE SOURCES AND METHODS INVOLVED 
NOT RELEASABLE TO FOREIGN NATIONALS 

( PARAGRAPHS 1-5 S1CRET/NOFORN ) 


1. SAUDI VIEWS OF THE US-SADDI SPECIAL RELATIONSHIP: 
IMBASST JIDDA RECENTLY OBSERVED THAT THE SAUDIS WANT TO 
I REP DIFFERENCES OVER THE PEACE PROCESS SEPARATE .FROM 
US-SAUDI BILATERAL RELATIONS, AND THAT THEY WOULD LIKE 
THE SPECIAL RELATIONSHIP BETWEEN US TO CONTINUE. THE 
BASIS OF THIS RELATIONSHIP— OUR NEED FOR OIL AND THE 
SAUDI NEED FOR SECURITY— WILL CONTINUE TO EXIST, BUT, 

THE EMBASSY POINTS OUT, ONLY SERIOUS EFFORT ON BOTH SIDES 
CAN MAKE IT WORK. 

?. SADAT'S TRIP TO JERUSALEM, THE CAMP DAVID ACCORDS, 

AND THE EGYPTIAN-ISRAELI TREATY HAVE PRODUCED SHARP 
DIFFERENCES BETWEEN THE US AND SAUDI ARABIA IN THE PAST 
lfl MONTHS. IN ADDITION, THE ENERGY CRUNCH, WORSENED BY 
THE DECLINE IN IRANIAN OIL PRODUCTION, HAS PLACED INTO 
CRITICAL FOCUS SAUDI VIEWS AND ACTIONS ON OIL PRODUCTION 
AND PRICING. 


HAS 

mi 


THE EFFECT OF THESE DEVELOPMENTS ON US-SAUDI RELATIONS 
1ED EMBASSY JIDDA TO PONDER THE STATUS OF OUR SPECIAL 
TIONSHIP , WHICH IN RECENT YEARS HAS APPLIED TO A WIDE 


US GOVJRNMEN7 HUNTING OFfICf I977-2Z5 m 


RANGE Of MATTERS INVOLVING OUR MUTUAL SELF-INTEREST: 

(A) SAUDI ARABIA'S M1LITAET DEFENSES ! THE SAUDIS STILL 
REGARD THEIR MILITARY RELATIONSHIP WITH THE US AS A 
MUTUALLY BENEFICIAL PARTNERSHIP WHICH THEY WISH TO 
MAINTAIN. 

(B) COOPERATION IN REGIONAL AFFAIRS! WHILE EVENTS IN THE 
ARC OF CRISIS HAYS FOSTERED SAUDI DOUBTS ABOUT OUR 

WILLINGNESS TO ASSIST THEM IN AN EMERGENCY , PUBLIC 
COMMITMENTS TO THEIR SECURITY AND OUR RESPONSES TO THEIR 
PLEAS FOR ASSISTANCE TO NORTH YEMEN DURING THE YEMEN WAR 
RENEWED SAUDI CONFIDENCE IN THE OS AS A SOURCE OF STRENGTH. 

(C) US-SAUDI COOPERATION IN THE KINGDOM'S ECONOMIC 
DEYBLOPMENTt IN SPITE OF DISINCENTIYES CREATED BT US 
POLICIES WHICH DISCOURAGE PARTICIPATION OF US FIRMS IN 
THE SAUDI MARKET, OUR TIES WITH THF SAUDIS CONTINUE TO 
BE MUTUALLY BENEFICIAL— WE FAYE THE TECHNOLOGY THAT THEI 
WANT, AND THEY NOW CONSTITUTE OUR SEVENTH LARGEST MARKET. 

(D) COORDINATION IN PRODUCTION AND SUPPLY OF OIL! THE 
* SAUDIS HAVE BEEN MIFFED Bl CRITICISMS OF THE RISE IN 

OIL PRICES, FEELING THAT WE HAVE FAILED TO APPRECIATE 
THEIR ROLE IN INCREASING PRODUCTION TO OFFSET THE IRANIAN 
SHORTFALL (DURING THE DECEMBER-FEBRUARY PERIOD) AND IN 
HOLDING DOWN PRICES. IN BALANCING OPEC UNITY AND THEIR * 

OWN CURRENT REVENUE NEEDS, ON THE ONE HAND, AGAINST THEIR 
RESPONSIBILITIES TO THE WEST AND THEIR SPECIAL RELATIONSHIP 
WITH THE US ON THE OTHER, THE SAUDIS RECOGNIZE THEY HAVE 
NEITHER ENOUGH SURPLUS PRODUCTION CAPACITY NOR ENOUGH 
POLITICAL WILL TO DICTATE TO OPBC . IT IS INCREASINGLY 
DIFFICULT FOR THE LEADERSHIP TO EXPLAIN TO THE TECHNOCRATS 
WHY SAUDI OIL PRICE AND PRODUCTION POLICIES ARE NOT JORE 
CONSISTENT WITH THEIR APPARENT ECONOMIC INTERESTS. 4 

(E) COOPERATION ON MIDDLE EAST P:ACI: WHILE THE SAUDIS 
WANT A COMPREHENSIVE SETTLEMENT ACHIEVED THROUGH PEACEFUL 
MEANS, THEY SEEK TO PRBSKRVE ARAB SOLIDARITY OUT OF FEAR 
T?AT POLARIZATION OF THE ARAB WORLD WILL THREATEN SAUDI 
SECURITY AND ENLARGE THE SOVIET ROLE IN THE MIDDLE EAST. 

UNDER THESE CIRCUMSTANCES, THE SPECIAL RELATIONSHIP DOES 
NOT jXTIND TO SAUDI SUPPORT FOR THE EGTPTI AN-ISRAELI 
TREATY AS IT NOW STANDS— PART ICULARLY SINCE IT DOES NOT 
PROVIDE FOR A SOLUTION TO THE JERUSALEM QUESTION. 


(?) OTHER MATTERS: SAUDI ARABIA POSSESSES A CONSERVATIVE 
SOCIETY WHOSE LAW AND CONSTITUTION ARE THE DIVINELY 
INSURED LAOS OF ISLAM. THIS IS SOMETHING QUITE APART 
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FROM OUR OWN MATERIALIST, SECULAR AND PLURALIST SOCIETT. 
Ill CONTRAST PERIODICALLY CAUSRS US 10 COM! INTO CONTLICT 
OVER A VARIETY OP ISSUES, INCLUDING THOSE RELATING TO 
HUMAN RIGHTS. 

4. EMBASSY JIDDA BELIEVES THAT THE SAUDIS STILL WANT TO 
MAINTAIN THEIR SPECIAL RELATIONSHIP WITH US, BUT THAT 
THEY WISH TO REDEFINE IT TO LEAVE OUT COOPERATION ON THE 
MIDDLE EAST PEACE PROCESS. THEY STILL WANT TO WORE WITH 
OS IN ECONOMIC DEVELOPMENT, REGIONAL AFFAIRS, AND 
BILATERAL MILITARY MATTERS. IN EXCHANGE, THEY HATE 
TALKED ABOUT ASSISTING THE US IN THE ENERGY FIELD— OIL ■ 
FOR SECURITY IS STILL THE ESSENCE OF THE SPECIAL 
BT 
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RELATIONSHIP, 

5. EVEN VITH THIS NEV DEFINITION , HOWEVER, SOME SAUDIS 
ARE FEARFUL THAT THE SPECIAL RELATIONSHIP WILL NOT WORK. 
SAUDI ARABIA'S RELATIONS VITH THE OTHER ARAB STATES AND 
VITH THE OPEC COUNTRIES WILL SUBJECT THE KINGDOM TO 
PRESSURES AGAINST CONCESSIONS REQUIRED BY THE SPECIAL 
RELATIONSHIP. SIMILARLY, FAILURE 0Y THE US PUBLIC TO 
APPRECIATE THE SAUDI ROLE AT THE JUNE 26-28 OPEC MEETING, 

US PUBLIC REACTION TO OIL PRICE INCREASES COMING OUT OF 
THE MEETING, AND CONTINUING US REACTION TO SAUDI 
RELUCTANCE TO SUPPORT THE XGYPTIAN-ISRAELI TREATY COULD 
CREATE SERIOUS PROBLEMS FOR THE UNITED STATES IN PURSUING 
A SPECIAL RELATIONSHIP WITH SAUDI ARABIA. 

6. (C) ISRA t L-RXTSRNAL DEBT: ACCORDING TO A CIA 
ANALYSIS ISRAEL'S EXTERNAL DEBT SERVICE BURDEN SHOULD 
EASE OV-R THE NEXT FIVE TEARS EVEN THOUGH INTERNATIONAL 
BORROWING TO FINANCE SINAI WITHDRAWALS MAY INCREASE. 

ISRAELI PROJECTIONS INDICATE THAT BY 1983 THE DEBT 
SERVICE RATIO— FOREIGN INTEREST AND PRINCIPAL PAYMENTS 
AS A PERCENTAGE OF EXPORTS OF GOODS AND SERVICES— WILL 
FALL BELOW 20 PERCENT FOR THE FIRST TIME SINCE THE 

1956 WAR. DESPITE THESE TRENDS, ISRAELI OFFICIALS ASSERT 
THAT THE DEBT BURDEN WILL CAUSE SERIOUS BALAN CI-OF-PAYMENTS 
PROBLEMS OVER THE NEXT FEW YEARS. 


7. <C) TO SUPPORT THEIR CLAIM OF LOOMING PROBLEMS, THE 

OFFICIALS ARE USING A CONCEPT WITH LITTLE ECONOMIC 
MEANING — PER CAPITA DEBT— INSTEAD OF THE COMMONLT 


ACCEPTED MEASUREMENT OF THE DEBT SERVICE RATIO WHICH 
RELATES DEBT SERVICE PAYMENTS TO ABILITT TO PAY. THE 
ISRAELIS PROBABLY ARE TRYING TO MAKE A WORSE CASE IN 


ORDER TO OBTAIN BETTER TERMS FOR US ASSISTANCE, WHICH 
WILL BE UNDER REVIEW SOON. 

A 


8 . 


C) THE DEBT BURDEN IS EASING BECAUSE ISRAELI 
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EXPORTS 07 GOODS AND SMYICIS ARE IXPICTID TO IWCRSASE 
13 PERCENT PER TSAR WHILE DOT SERVICE PAT MI NTS ARE 
PROJECTED TO RISI AT AN AVERAGE ANNUAL RATI 0? ONLY ABOUT 
; PIRCIKT. THI SLOW RATI 0? INCRIASS IN DXBT SERVICE 
IIFLICTS THI CONCXSSIONAL TIRMS OP US AID, INCLUDING 
EXTENDED REPAYMENT TERMS OP UP TO 40 YEARS, 10-YEAR 
GRACI PERIODS, AND LOW INTIRIST RATIS . THI US SHARI OP 
IS RAIL I DIBT HAS BUN STEADILY INCRIASING AND IS EXPECTED 
TO RISI TO 58 PIRCINT IN 1983, UP PROM 35 PERCENT IN 
1977. 

“ 0. (V) ISRAEL-MILITART 1 REUTER REPORTED JULT 2 THAT 

1 ISRAELI CHUB Of STAff UTAH HAD PIRSONALLT RBDOCID THE 
r SENTENCE Of AN ARM! OfflCEB CONVICTED Of MURDERING FOUR 
l ARABS DURING THE ISRAELI INCURSION INTO SOUTH LEBANON 
, TVO TEARS AGO. AN APPEALS COURT HAD UPHELD AN EIGHT 
! TEAR TERM B1T0RE THE CHIEf OP STATP REDUCED THE SENTENCE 
f TO TWO TEARS. ENESSET MEMBER SHULAMIT ALONI CALLED THE 
| CONTICTED OPVICER A VAR CRIMINAL AND SAID TEE KNESSET 
f COULD NOT ACCEPT THE CHIIP OP STAPT'S ACTION. THE NEWS 
' REPORT said tie issue is expected to BE DERATED IN THI 
: KNESSET THIS VBBK. 

10. (U) USSR-US-MIDDLI IASTi RIPERRING TO AMBASSADOR 
STRAUSS' VISIT TO JORDAN AND SAUDI ARABIA, MOSCOW'S 
ARABIC t WINDOW ON THE WORLD 1 ' PROGRAM OP JULT 2 SAID THE 
VISIT IS AIMED AT EXPEDITING THE PORMULATION OP THE NEW 
DIAL AT TIB EXPENSE Of THI PALESTINIAN PEOPLE AND. . .TRTING 

' TO WEAKEN THE CONPRONTATION OP JORDAN AND SAUDI ARABIA 
■' WITH TIB BGTPTIAN-ISRAILI DIALS. THI BROADCAST SAID 
'WASHINGTON IS APPLYING SPECIAL PRESSURE ON RITADH AND 
' STRIVING... *0 EXPLOIT SAUDI ARABIA'S CLOSE RELATIONS WITH 
TIB US. THI PROGRAM ALSO SAID WASHINGTON HAS NOT GIVEN 
UP TIE IDIA Of USING fORCX TO ACHliVI ITS IMPERIALISTIC 
OBJECTIVES." 

11. (C) BOTPT-IUVAITl - THI GOVERNOR OF EGTPT'S CENTRAL 
BANK HAS TOLD SIVERAL EMBASST CAIRO OFFICERS THAT NO 
FORMAL OR INFORMAL BEQUEST , TO HIS KNOWLEDGE, WAS MADE 

BT KUWAIT TO TIE EGTPTIAN CENT1AL BAN! FOR REPATRIATION 
Of ITS DOLS 9SS MILLION ON DEPOSIT. THIS CONTRADICTS 
EGTPTIAN MINISTER Of ICONOMT AL-SATEH'S REMARKS SOME WEEKS 
AGO TO AMBASSADOR SILTS THAT SUCH A REQUEST HAD BEEN 
RECEIVED. EMBASST CAIRO COMMENTS THAT KUWAIT'S WITHDRAWAL 
OP ITS DEPOSITS FROM EGTPT DOES NOT APPEAR TO BE A 
PRESSING PROBLEM POR EGTPT. 


12. (U) EGTPT-AOIl A MIDDLE EAST NEWS AGENCT REPORT 

SAT91TEAT EGTPT HAS FAILED TO REACH AGREEMENT WITH SAUDI 
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ARABIA, QATAR AND TEX UNITED ARAB EMIRATES ON THE 
MGUIDATTON 0? THE ARAB ORGANIZATION TOR INDUSTRIALIZATION 
|AOI). THE REPORT SAID THAT IF THE OTHER THREE PARTIES 
ARE AGREEABLE, EGYPT PLANS TO ASK THE WORLD BANK TO 
ARBITRATE THE DISPUTE. EGYPT HAD PREYIOUSLY SAID THAT 
IT WOULD CARRY ON ALONE WITH THE AOI IF THE OTHER 
PARTNERS BACKED OUT. 

i 13. (C) BGYPT-PETROLEUMi EGYPT IS TAKING ADfANTAGE 

Of RECENT OPEC PRICE INCREASES AND PRODUCTION SHORTAGES 
(TO GREATLY RAISE THE PRICE OF ITS CRUDE OIL. EGYPT HAS 
NOTIFIED ITS CUSTOMERS THAT ITS HIGHEST QUALITY BLEND 
URUDE WOULD SELL FOR DOLS 32.50 A BARREL IN THE THIRD 

IT 
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QUARTER, WHILE A LESSER CRUDE WOULD BE PRICED AT 
DOLS 26.40 PER BARREL- JUNE PRICES FOR THESE CRUDES WERE 
DOLS 20.50 AND DOLS 17.62 RESPECTIVELY • THE MAJORITY OF 
EGYPTIAN CUSTOMERS REPORTEDLY ACCEPTED THE NEW PRICES. 

14. (D) SAUDI ARABIA-OIL-TBRRORISM: PRESS REPORTS JULY 2 

QUOTED THE NEWSWEEff INTERVIEW IN WHICH SAUDI OIL MINISTER 
TAMANI SAID THE PALESTINIANS COULD SINK A SUPERTANKER IN 
THE STRAIT OF HORMUZ AND MAKE THE CURRENT OIL CRISIS 
"SEEM LIKE CHILD'S PLAT." f . . .THE PALESTINIANS ARE 
GROWING DESPERATE/ TAMANI SAID, AND I WOULDN'T BE 
SURPRISED IF ONE DAY THEY SANK ONE OR TWO SUPERTANKERS... 

TO FORCE THE WORLD TO DO SOMETHING ABOUT THEIR PLIGHT 
AND ISRAEL S OBSTINACY.; 


15. (U) ARAFAT-PRESS CONFERENCE: IN. A PRESS CONPERENCE 

JULY 3, IN BEIRUT YASSER ARAPATs 

(A) ACCUSED ISRAEL OP USING INTERNATIONALLY BANNED 
WEAPONS AND RENDERING 600,000 LEBANESE AND PALESTINIANS 

homeless; 

(B) ASKED HOW PRESIDENT CARTER COULD SPEAK ABOUT 
HUMAN RIGHTS AND YET FORGET TH : HUMAN RIGHTS OF LEBANESE 
AND PALESTINIANS BEING KILLED BT THE "AMERICAN WAR 
MACHINE; AND 


(C) APPEALED TO THE PRESS AND INTERNATIONAL OPINION 
TO SPEAK OUT ON THIS MASSACRE., 


16. (U) PI.O-ISLAMIC CONFI.-NCE: REUTER REPORTED JULY 3 

THAT AT AN ISLAMIC CONF-R-NCE MEETING IN MOROCCO THE PLO 
CALLED ON ISLAMIC COUNTRIES TO DEVISE AN ECONOMIC STRATEGY 


TO FORCE INDUSTRIALIZED NATIONS, PARTICULARLY THE US, 

TO CHANGE POLICIES TOWARD THE PALESTINIANS. THE STRATEGY 
SHOU1D COVER PETROLEUM, BANK DEPOSITS, TRADE AND INVESTMEN 
THE| *LO SAID. 


U 
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17. (LOU) SYRIA-US* AN EDITORIAL JOLT 1 IN AL-BAATH, 

THE ORGAN Of THE SYRIAN BAATH PARTY, GATE THE FIRST 
AOTHORITATITE SYRIAN REACTION TO THE OS CALL FOR RESTRAINT 
FOLLOWING TEE JUNE 27 STRI AN-I SRAELI AIR CLASHES OYER 
LEBANON. THE EDITORIAL ASKS VET THE US IS CALLING FOR 
RESTRAINT AT THIS PARTICULAR TIME, ESPECIALLY IN YIEW OF 
CONTINUED ISRAELI AIR STRIKES EMPLOYING US MILITARY 
EQUIPMENT AGAINST LEBANON. THE EDITORIAL CLAIMS THE ONUS 

- IS ON ISRAEL TO EXERCISE RESTRAINT RATHER THAN ON SYRIA 
1 WHICH, IT SAYS, HAS BEEN DEFENDING LEBANON AGAINST ISRAEL. 

5 THE SYRIANS HAVE NOT OFFICIALLY RESPOND tD TO OUR PROTEST 
OYER CHARGES OF US LINKS WITH SUBVERSIVE MUSLIM BROTHERHOOD 
ACTS BUT THE PRESS HAS CARRIED THE STORY THAT ACCORDING TO 
INFORMED SOURCES IN DAMASCUS, SYRIA REJECTED THE PROTEST. 

THE "INFORMED SOURCE, IN THIS CASE IS BELIEVED TO BE 
FOREIGN MINISTER KHADDAM. 

18. (U) LEBANON-GOVERNMENT FORMATIONS PRIME MINISTER 
AL-HUSS HAS STATED THAT HIS NEW CABINET, WHEN FORMED, 

WOULD SEEK TO CARRY OUT THE PRINCIPLES OF THE BAYT 

* AL-DIN CONFERENCE OF OCTOBER 1978. AL-HUSS INCLUDED 
AMONG THESE PRINCIPLES THE CONFIRMATION OF LEBANESE UNITY; 
CONDEMNATION OF COLLABORATION* WITH ISRAEL; AND THE BUILD- 
ING OF A "NATIONALLY BALANCED ARMY" THAT COULD EVENTUALLY 
REPLACE THE ARAB DETERRENT FORCES. MEANWHILE, THE COMMAND 
OF THE RIGHTIST LEBANESE FRONT ISSUED A STATEMENT DECLARING 
THE REMARKS OF AL-HUSS "WILL NOT HELP IN CLEARING THE WAY 
FOR LAYING DOWN THE FOUNDATION OF A NEW GOVERNMENT. THE 
PRINCIPLES MENTIONED BY AL-HUSS WERE CHARACTERIZED AS 
BEING "OUT OF DATE." CAMILLE CHAMOUN, HOWEVER, DID NOT 
APPEAR TO WHOLLY ENDORSE THE STATEMENT, CLAIMING THAT HE 
WOULD TAKE A WAIT-AND-SEE ATTITUDE. CHRISTOPHER 
BT 
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SEMI-COLON ACCIDENTLY REPLACED IT. PLS CORRECT LINE 5 
PARA 8 TO READ AS FOLLOWS: 

"5 PERCENT. THE SLOW RATE OF INCREASE IN DEBT SERVICE” 
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CONFIDENTIAL JIDDA 4991 

E.O. 12065 : GDS 7/3/85 (NORRIS, CHESTER) OR-E 
TAGS: ENRG, SA 

SUBJECT: (U> SAUDI PRODUCTION INCREASE 
REF: JIDDA 4917 (NOT Al> 

2. (C - ENTIRE TEXT) 
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FOLLOWING THE REPORT OF JULY 2 FROM ROYAL COURT 
'•OURCES THAT SAUDI ARABIA WOULD INCREASE PRODUCTION BY 
AN USPECIFIDU AMOUNT, ENGLISH-LANGUAGE PAPER "ARAB 
NEWS" INTERVIEWED DR. ABDUL HADI TAHER, GOVERNOR OF 

RETROMIN. DR. TAHER STATED THAT THE EXACT SIZE OF THE 
INCREASE WAS NOT YET FIXED AND WAS TO BE DECIDED BY 
r FCHNI CAZ CONSIDERATIONS! THE INCREASE WAS TEMPORARY 
-HID DESIGNED TO MET "THE GOVERNMENT’S FINANCIAL 
REQUIREMENTS** J AND THAT THE EXACT PRODUCION WOULD BE 
SHARED AMONG PETROMI N AND THE FOUR US OIL COMPANIES 
r HAT ARE THE PARTNERS IN OPEC. 

COMMENTS DR. TAHER LEFT FOR LONDON EARLY THIS 
MORNING. WORKING LEVEL OFFICIALS IN THE JIDDA* OFFICE 
OF PET ROM IN COULD NOT ADD TO PUBLISHED REPORTS, NOR 
COULD PRESS OR DIPLOMATIC CONTACTS OF THE EMBASSY. 

ONE CONTACT SUGGESTED THAT PART OF THE INCREASED 
PRODUCTION MIGHT BE ALLOCATED TO THE ENTITLEMENTS 
CR THE 

JOINT VENTURE PARTNERS IN THE NEW REFINERY AND PETRO- 
CHEMICAL PROJECTS IN JUBAIL AND YENBU, BECAUSE OF THE 
EMPHASIS ON NATIONAL DEVELOPMENT IN BOTH THE ORIGINAL 
STATEMENT AND THE TAHER INTERVIEW. HOWE ER,NTHE 
STATEMENT THAT THE INCREASE IS ONLY TEMPORARY TENDS TO 
NEGATE THIS THEORY, AND SUGGESTS THAT THESE STATEMENTS 
ARE INTENDED TO DEFLECT CRITICISM BY OTHER OKEC MEMBERS 
OF HAVING "SOLD OUT" TO THE U.S. 

WEST 

RT 

*4991 
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secret 

*SUR.J: KK-4f DEPLOYMENT TO SAODI ARABIA (0) 

REF : TOMH W71742Z MAT 79 (/‘ 

1. (S) UI.AKE CAN SUPPORT A DEPLOYMENT SUCH AS PROPOSED IN REF MSG 
CONTINGENT UPON SUFFICIENT HAD TIME FOR PLANNING AND PROVISION OF 
FURNDING TO GOFER TOTAL COSTS* ‘CRITICAL FUNDING SHORTFALLS WITHIN 
THIS COMMAND PRECLUDE THE USE OF USAFE FUNDS TO MEET THIS REQUIRE- 
MENT, INCLUDING DEPLOYMENf/REDIPLOYMENT COSTS. IT SHOULD BE NOTED 
THAT DEPLOYMENT OF TWO RF-4S WOULD REQUIRE A SUPPORT PACKAGE OF 40 
TO 60 PERSONNEL AND INVOLVE DETAILED ADVANCED PLANNING INCLUDING THE 



NEED FOR A SITE SURVEY. 

2. (S) depending UPON THE PRECISE GOALS 0? THIS DEPLOYMENT, OTHER 
FORCE SIZES ZND COMPOSITIONS MAI PROVE MORE BENEFICIAL. IT IS OUR 
UNDERSTANDING THAT SOME FORM OF EXERCISE DEPLOYMENT MIGHT EE CON- 
SIDERED AS A MEANS OF SHOWING US INTEREST AND SUPPORT IN SAUDI ARABIA.il 
THE CASK, THE BIST APPROACH MIGHT BE TO INCLUDE A RECON- 
NAIZZANCJ ELEMENT AS PART OF A LARGER PACKAGE INCLUDING F-4S OR OTHER 


PAGE 2 RUSNAAA 0246 S I C & i f 

FIGHTERS. SUCH A FORCE WOULD PROVIDE A MORE EFFICIENT USE OF SUP- 
PORT ASSETS. ON THE OTHER HAND, IF THS SOLE OBJECTIVE IS TO UPGRADE 
SAUDI ARABIAN RECONNAISSANCE CAPABILITIES, IT MAY NOT BE NECESSARY 
TO DP PLOY RF-4S BUT CONCENTRATE ON SOME FORM OF AN ASSISTANCE VISIT 
DESIGNED TO SURVEY REQUIREMENTS. IN EITHER CASE, THIS DEPLOYMENT 
SHOULD BP VIEWED AS A FIRST STEP TO IDENTIFY PROBLEM AREAS RATHER 
TRAN A SOLUTION TO UPGRADING SAUDI ARABIAN CAPABILITIES. THE LONGER 
RANGE GOAL WOULD APPEAR TO REQUIRE SOME FORM OF MAAG EQUIVALENT TEAM 
PROVIDED FROM CONUS RESOURCES. 

DECL 04 MAY 1985. 
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NnNNVV ESB027BRA049 
<•’!■' RIJQMHR 

OF RUEBC #3725 1961535 

7 N If SSSSS ZZh 

H 151500Z JUL 79 

FM SiiCSTATE VASHDC 

'■ ' t RUQMBI/AMEMBASST ABU DHABI ^546 

h U QMOD/AMEMBAS Si DOHA 9975*' 

RUQMXW/AMBMBASSY KUWAIT 7776 
HUQMAM/AMEMB ASSY MANAMA 5111 
HIIQMMT/AMEMBASST MUSCAT 8273 
KUQMNS/AMEMBASSY SANA 4857 
RMQMHR/AMEMBASST TEHRAN 3491" 

INFO RUQMDB/AMCONSUL DHAHRAN 3572 
RUSBQD/AMEMBASSY ISLAMABAD 6168 
RUQMR A/AM EMBASSY JIDDA 0306 
R (JQMY A/USLO RIYADH 2514 
RUQMDJ/AMEMBASSY DJIBOUTI 3100 
RIJENAAA/CNO VASHBC 
P' 3 * * * 7 FKJCS/ JCS VASHDC 4098 
WUEAJCS/ SECDEF WASPDC 4637 
’USNAAA/USCINCEUR VAIH1NGRN GE 
L T 

SECRET STATE 1S3729 

F . 0 * 12065 ; GDS 7/12/85 (BURLEIGH, A. PETER) 

TAGS: MARR, SA, US 

SUBJECT : P-3 FLIGHTS TO SAUDI ARABIA 

1. SECRET - ENTIRE TEXT. 

2 . FYI: ACTION ADDRESSEES SHOULD BE AWARE THAT THE SAG 
AND THE USG PAVE AGREED TO COMMENCE- P-3 SURVEILLANCE 
FLIGHTS IN THE NEAR FUTURE. THE AIRCRAFT WILL USE DHAHRAN 
AIRFIELD FOR ONE DEPLOYMENT EACH MONTH WHICH WILL-LAST 

3-5 DAIS. EACH DEPLOYMENT WILL CONSIST OF ONE DIEGO GARCIA 
TO DHAHRAN , ONI DHAHRAN TO DHAHRAN AND ONE DHAHRAN TO 
DIFGC GARCIA LEG. SAUDI MILITARY OFFICERS WILL PARTICI- 
PATE IN THE DHAHRAN TO DHAHRAN LEG OF THE DEPLOYMENT AND 
T p E SAG WILL HAVE ACCESS TO THE INFORMATION GATHERED. 

3. THE PURPOSE OF THE DEPLOYMENT IS TO CONDUCT MARITIME 

SURVEILLANCE OF THE ARABIAN SEA ,-GULF OF OMAN, PERSIAN 

GULF, GULF OF ADEN AND THE RED SEA. END FYI. 

CHRISTOPHER 
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P 0‘)nirr; j n I. 79 

7b U'.CINI'KIIH VAIHINGEN GE//ECJ3-JRC// 

TO RUQMil H/TH 0 SMTM TEHRAN IRAN 
RUG w . h A / A r' 1‘ A ' - . ■ T JIDDA SAUDI ARAB 

(i t ' i 1 * ) ‘ A T .’9 

PM H W USA n: HA MS TP IN AB GE//DO I// 

TO nsriNOniiR vaihingkn &E//ECJ3 jrc// 

s* 

secret 

SU1U: HE '40 DEPLOYMENT TO SAUDI ARABIA (D) 

REF : Tf’MH 071742Z MAT 79 [ / 1 

1- (s) USAVP CAN SUPPORT A DEPLOYMENT SUCH AS PROPOSED IN REF MSG 
CONTINGENT UPON SUFFICIENT 1*£D TIME FOR PLANNING AND PROVISION OF 
FIIRNDINC TO GOFER TOTAL COSTS. CRITICAL FUNDING SHORTFALLS WITHIN 
THIS COMMAND PRECLUDE THE USE OF US AFE FUNDS TO MEET THIS REQUIRE- 
MENT, INCLUDING DEPLOYMENT/REDEPLOYMENT COSTS. IT SHOULD BE NOTED 
THAT DEPI.OTMENT OF TWO RF-4S WOULD REQUIRE A SUPPORT PACKAGE OF 40 
TO fip PERSONNEL AND INVOLVE DETAILED ADVANCED PLANNING INCLUDING TH3 
NEED FOR A SITE SURVEY# 

2. (S) DEPENDING UPON THE PRECISE GOALS OF THIS DEPLOYMENT, OTHER 
FORCE SIZES ZND COMPOSITIONS MAT PROVE MORE BENEFICIAL • IT IS OUR 
UNDERSTANDING THAT SOME FORM OF EIBRCISE DEPLOYMENT MIGHT EE CON- 
SIDERED AS A MEANS OF SHOWING US INTEREST AND SUPPORT IN SAUDI ARAB! 
THE CASE, THE BEST APPROACH MIGHT BE TO INCLUDE A RECON- 
NAimNCj ELEMENT AS PART OF A LARGER PACKAGE INCLUDING F-4S OR OTHJ 
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FIGHTERS. SUCH A FORCE WOULD PROVIDE A MORE EFFICIENT USE OF SUP- 
PORT ASSETS. ON THE OTHER HAND, IF THE- SOLE OBJECTIVE IS TO UPGRADE 
SAUDI ARABIAN RECONNAISSANCE CAPABILITIES, IT MAY NOT BE NECESSARY 
TO DEPLOY RF-4S BUT CONCENTRATE ON SOME FORM OF AN ASSISTANCE VISI1 
DESIGNED TO SURVEY REQUIREMENTS. IN EITHER CASE, THIS DEPLOYMENT 
SHOULD BF VIEWED AS A FIRST STEP TO IDENTIFY PROBLEM AREAS RATHER 
THAN A SOLUTION TO UPGRADING SAUDI ARABIAN CAPABILITIES. THE LONGER 
RANGE GOAL WOULD APPEAR TO REQUIRE SOME FORM OF MAAG EQUIVALENT TEAP 
PROVIDED FROM CONUS RESOURCES. 

DECL 04 MAT 1985. 
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RUQMfiR 

RUEHC #3?2S 1961535 
‘ ^ SSSSS ? Z h 
’ 51500Z JUL 79 

- SECSTATE WASH DC 
-^UQMBI/AMSMBASSY ABB DHABI 4546 

<MOD/AMEMBASSY DOHA 9975 
' gMCW/AMEMBASSY KUWAIT 7776 
,-.;MAM/AMEMBAS$Y MANAMA 5111 
vMMT/AMEMBASSY MUSCAT 8273 
vMNS/AMEMBASSY SANA 4S57 

- ^MHR/AMEMBASSY TEHRAN 3491" 

"iFO RUQMDH /AM CONSUL DEAHRAN 3572 

SBOD/AMEMBASSY ISLAMABAD 6163 
JMRA/AMEMB ASSY JIDDA 0306 
‘ CMY A/USLO RIYADH 2514 
jMDJ/AMEMBASSY DJIBOUTI 3100 
f.NAAA/CNO WASHDC 

- '■< J CS/ JCS WASHDC 4098 

” J C S / SECDEF WASPDC 4637 
SNAAA/USCINCEUR vaihingen ge 

K C R E T STATE 1.33729 

J. 12065: GDS 7/12/35 ( BURLEIGH , A. PETER) 

•G«: MARK, SA, US 

'EJECT : P-3 FLIGHTS TO SAUDI ARABIA 

SECRET - ENTIRE TEXT. 

FYI: ACTION ADDRESSEES SHOULD BE AWARE THAT THE SAG 
’•D THE USO PAVE AGREED TO COMMENCE- P-3 SURVEILLANCE 
, TGKTS IN THE NEAR FUTURE. THE AIRCRAFT WILL USE DHAHRAN 
JRFIELD FOR ONE DEPLOYMENT EACH MONTH WHICH WILL-LAST 
5 CAYS. EACH DEPLOYMENT WILL CONSIST OF ONE DIEGO GARCI 
DHAHRAN, ONE DKAERAN TO DHAHRAN AND ONE DEAHRAN TO 

• f'GC GARCIA LEG. SAUDI MILITARY OFFICERS WILL PARTI CI- 
i'F IN THE DHAHRAN TO DHAHRAN LEG OF THE DEPLOYMENT AND 
I: SAG WILL HAVE ACCESS TO THE INFORMATION GATHERED. 

. THE PURPOSE CF THE DEPLOYMENT IS TO CONDUCT MARITIME 
'RVEILLANCE OF THE ARABIAN SEA, -GULF OF OMAN, PERSIAN 
! LF, GULF OF ADEN AND THE RED SEA. END FYI . 

; RI STOPHER 


NNNNVV ESA924RAA351 
RR RUSH HR 

DE RUQNRA #5266 198 0855 
ZNY CCCCC ZZH 
R 1 7083 1Z J UL 79 
FM AMEMBASSY JIDDA 
TO RUEHC/SECSTATE WASHDC 6754 
INFO RUQMKW/ AMEMBASSY KUWAIT 4276 
RUQMBI/ AMEMBASSY ABU DHABI 1734 

RUQM HR /AMEMBASSY TEHRAN 2742 - . , , u - u - 

RUQMT I/AMEMBASSY TRIPOLI 1045 l / JUL ^ 11 J 4 

RUFHRS/ AMEMBASSY ALGIERS 7112 

RUEHOS/AMEMASSY LAGOS 229 

RUQMYA/Ua.0 RIYADH 3818 

RUQMDH/AMCONSIL DHAHRAN 2753 

BT 

CONFIDENT I A L JIDDA 5266 

E.O. 12065 1 GDS 7/16/85 (SALOOM, JOSEPH) OR-E 
TAGS! EFIN 

SUBJECT! CONGRESSIONAL HEARINGS ON OPEC INVESTMENT IN THE US 
REF! STATE 18 0653 CNOTAL) 

1. (C - ENTIRE TEXT) 

2. ECONOFF PASSED INFO IN PARAS 1-4 OF REFTEL TO 
DEPUTY MINISTE OF FOREIGN AFFAIR SC IN CHARGE OF 
ECONOMIC AND PETROLEUM MATTERS) , SHEIKH ABDULLAH 
ALIREZA ON JULY 16. 

3. ALIREZA’S REACTION TO HEARINGS WAS NOT OUT OF 
CHARACTER. HE CYNICALLY DISMISSED THE PROCEEDINGS AS 
"YOUR (I.E. THE USG’S) PROBLEM" AND SAID THAT IF THE US 
DIDN’T WANT SAUDI INVESTMENT, ALL IT HAD TO DO WAS SAY SO. 

THE SAG WAS NOT FORCING ITS INVESTMENTS ON THE US AND 

HAD MANY ALTERNATIVES FOR PLACING SURPLUS FUNDS. 

4. COMMENT! THE FACT THAT ALIREZA ASKED WHETHER WE HAD 
AN ARABIC TEXT OF T HE SUBSTANCE OF PARAS 1-4 OF REFTEL 
MAY INDICATE SOMEWHAT MORE SERIOUS CONCERN THAN OPENLY 
EXPRESSED. 

WEST 

BT 
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IAGPVV ESA 185BRA87P 

«’P RUQMHR 

I’E RUEHC #6174 2000455 
f NY CCCCC ZZH 
F IP2358Z JUL 79 
FM EFPSTATE WAFHDT 

TO R UQMR A/AMEMBASSY JIDDA PRIORITY 0337 
INFO R UQM KW /AW EMBASSY KUWAIT PRIORITY 7787 
RUQMBI/AMEMBASSY ABU DHABI PRIORITY 4561 
RUSBQD/AMEMBASSY ISLAMABAD PRIORITY 6193 
R UQMMT / AM EMBASSY MUSCAT PRIORITY 8277 
N USBAE/AM EMBASSY NEW DELHI PRIORITY 982 10 
RUSMHR/AMEMBASSY TEHRAN PRIORITY 3531 
RUEHAD/USINT BAGHDAD PRIORITY 1598 
RT 

CONFIDENTIAL STATE 186174 

; 

F. 0. 12065 CDS - 7/18/85 (TWINAM, JOSEPH) 


I s J ul 7S C5 utr 



TAGS! MIL I, SA, US 


SUBJECT: SAUDI ATTITUDE TOWARD US MILITARY PRESENCE 

1. DtFING JILY 17 LUNCHEON WITH SAUNDERS AND TWINAM , 

SAUDI AMBASSADOR ALHEGELAN VOLUNTEERED FOR THE SECOND TIME 
IN OUR CONTACTS WITH HIM SINCE HIS ARRIVAL A FAIRLY POINTED 
CRITICISM OF US MILITARY PRESENCE IN THE PERSIAN GULF/ 
ARABIAN PENINSULA REGION. HIS THEME WAS THAT IN THE 
ABSENCE OF MIDDLE EAST PEACE, ANY INCREASE IN US MILITARY 
PRESENCE WOULD BE UNSETTLING IN THE REGION AND THAT IF 
PEACE IS ACHIEVED IT WOULD BE UNNECESSARY. 


Z. SINCE HIS ARRIVAL ALHEGELAN HAS STRUCK US AS BOTH 
ARTICULATE AND EXTREMELY WELL BRIEFED BY SAUDI AMBASSADORIAL 
STANDARDS. HIS LINE ON MILITARY PRESENCE IS A VARIATION 
ON THAT WHICH PRINCE SAUD TOOK IN THE PREPARATORY COMMITTEE 
MEETING FEBRUARY 18IN RIYADH WHEN BOB MURRAY AND COMPANY 
RETURNED -TO RIYADH IN THE COlFSE OF SECRETARY BROwN*S 
VISIT TO THE AREA. 


3. FOR AMBASSADOR WESTl IT WOULD BE HELPFUL TO HAVE YOUR 
VIEW, WITHOUT YOU* MAKING-APPROACH TO SAG, AS TO EXTENT 
AL HEGEL AN* S COMMENTS REFLECT OFFICIAL SAG POSITION OR 
WHETHER HE IS SIMPLY FREE-WHEELING AGAINST THE BACKGROUND 

OF PUBLICLY EXPRESSED CONCERN IN THE GULF ABOUT RUMORS 
OF US BUILDUP OF CAPABILITY TO INTERVENE MILITARILY IN 
THE REGION. IN 1974-75 NEGOTIATIONS TO RETAIN US NAVY IN 
HAHRAIN, SAUDI SUPPORT WITH GOVERNMENT OF BAHRAIN FOR 
• IDDLE EAST FORCE PRESENCE WAS AN IMPORTANT FACTOR IN EVEN- 
TUAL BAWAINI DECISION TO LET US RETAIN FACILITIES. WE 
WOULD BE PARTICULARLY INTERESTED IN YOUR ASSESSMENT OF 
WHETHER SAG WOULD SUPPORT, OR AT LEAST RAISE NO OBJECTION, 
TO AN INCREASE IN. THE MIDDLE EAST FORCE PRESENCE. VANCE 
; 'T 
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RR RUQMHR 

DE RUQMRA #5389 203 1 145 
Z NY CCCCC ZZH 
R 22 1 13 0Z JUL 79 
FM AM EMBASSY JIDDA 
TO RUEHC/SECSTATE WASHDC 6804 
INFO RUQMB 1/ AMEMBASSY ABU DHABI 1742 
RUEHAD/USINT BAGHDAD 3252 
R USB QD/ AMEMBASSY ISLAMABAD 458 
RUQMKW/ AM EMBASSY KUWAIT 4285 
RUQMMT /AMEMASSY MUSCAT 672 
RUSBAE/AMEMBASSY NEW DELHI 476 
RUQMHR/AMEMBASSY TEHRAN 274 7 
BT 

CONFIDENTIAL JIDDA 5389 

E.O. 12065 : GDS 7/ 22 / 85 (WEST, JOHN) OR-M 
TAGS: MIL I , SA, US 
SUBJECT: CM) SAUDI ATTITUDE TOWARD U.S. 'MILITARY PRESENCE 

REF: STATE 186174 

1. CC - ENTIRE TEXT) 

2. I HAVE TWO COMMENTS TO MAKE ON AMBASSADOR HUJAYLAN’S 
REMARKS AT LUNCHEON WITH SAUNDERS AND TWINAM. FIRST, I 
THINK THE SAUDIS WANT US SECURITY BUT WITH LOW US 
VISIBILITY. IF AND WHEN SAUDI ARABIA IS ATTACHED BY THE 
USSR, THEY WOULD EXPECT US TO BE THERE EVEN IF IT MEANT 
DIRECT INTERMENT ION AND DIRECT US PRESENCE. SIMILARLITY 
IF ATTACKED BY USSR SURROGATE, THEY WOULD WANT US TO COME 
TO THEIR ASSISTANCE IN THE FORCE AND MANNER REQUIRED BY THE 
SITUATION. SHORT OF THAT, HOWEVER, THEY DO NOT WANT A DIRECT 
US MILITARY PRESNECE IN SAUDI ARABIA OR IN THE 

IMMEDIATE AREA. IF THERE HAS TO B AN AMERICAN BASE OR 
PRESENCE, THEY PREFER THAT IT BE SOMEWHERE JUST OVER 
THE HORIZON SO THAT IT WOULD NOT BE VISIBLE BUT SO THAT 
IT WOULD BE ABLE TO REACH THE SCENE IN GOOD TIME IN 
CASE OF NEED. IN THE MEANTIME, THEY WANT US TO CONTINUE 
TO STRENGTHEN THEIR MILITARY DEFENSES SO THAT THEY CAN 
HANDLE ANY PURELY LOCAL SITUATION THAT MA* ARISE. 

24 
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, SAUDIS WANT LOW U. S. PRESENCE SO AS NOT TO UPSET 
IE NEIGHBORS. A US PRESENCE WOULD CREATE PROBLEMS 
)R THEM WITH THE OTHER ARABS, ESPECIALLY IRAQ AND 
rRlA, AND FURTHER AFIELD, LIBYA AND ALGERIA. FOR 
US REASON, SAG SPOLESMEN WILL CONTINUE , ALONG WITH 
JWA IT AND THE OTHER FULF STATES, TO SOUND OFF 
3A INST ANY PUBLIC SUGGESTION THAT US MAY BE OR SHOULD 
: PLANNING FOR I NTER NE NT ION IN THE GULF. THEY WILL 
l KE PUBLIC LINE THAT THERE IS NO REAL THREAT AND THAT, 

<1 ANY EVENT, THE STATES OF THE AREA WILL PROTECT 
'EMSELVfcS. ACCORDINGLY, WHILE SAUDI ARABIA WILL NOT 
JBL ICILY SUPPORT INCREASE OF MIDDLE EAST FORCE OPERATING 
iOM BAHRAIN, WE DO NOT THINK THEY WILL OBJECT TO IT, 

JOV IDED A) GAHRAIN DOES NOT OBJECT, B) INCREASE IS 
)D£ST C> INCREASE IS MADE DISCREETLY AND WITHOUT 
iN^ARE, AND D) TIMING IS NOT SUCH AS TO COINCIDE WITH 
:V ROUND OF PUBLICITY ABOUT US CONTINGENCY PLANS 
)R GULF. 

MY SECOND COMMENT IS THAT HUJAYL AN IS CLOSER TO 
tINCE SAUD THAN TO PRINCE SULTAN. WHILE SULTAN DID FEEL 
)NSTR A I NED IN INTERVIEWS WITH BEIRUT PRESS OVER LAST 
:VERAL DAYS TO SOUND THE PUBLIC LINE, HE TENDS IN 
:NERAL TO BE LESS PRONE THAN SAUD TO GET EXCITED ABOUT 
'CA SIONAL REFERENCES TO POSSIBLITY OF US PRESENCE 
J THE AREA. BOTH SAUD AND SULTAN ACCEPT IN PRIVATE 
iE NECESSITY FOR US, SECURITY SHEILD FOR SAUDI 
?ABIA AGAINST SOVIETS. HOWEVER, SAUD IS MORE NATIONALIST 
J OUTLOOK AND TENDS TO EMPHASIZE NEED FOR LOW US 
[SIBIL IT Y MORE THAN SULTAN DOES. HUJAYL AN APPEARS 
) PE DOING THE SAME THING AND IN FACT TO BE 
BROACHING THE PUBLIC LINE IN HIS LUNCHEION COMMENTS. 

:st 
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Z NY SSSSS ZZH 
P 232334Z JUL 79 
FM SECSTATE WASHDC 
TO INTSUM COLLECTIVE PRIORITY 1 

INFO RUEATRS/ TREASURY DEPARTMENT WASHDC PRIORITY 2498 
RUEKJCS/DOD/ISA PRIORITY 


BT 

SECRET SECTION 01 OF 02 STATE 191439/01 


E.O. 12065 s GDS 7/23/85 (ROBERTS, SAMUEL) 

TAGS: EG, IS, PINR 

SUBJECT: INTSUM 858 - JULY 23, 1979 

LONDON FOR GLASPIE 
PARIS FOR NICHOLAS MURPHY 

dod/isa for ransom 

OTHER ADDRESSEES FOR CHIEFS OF MISSION 

WARNING NOTICE SENSITIVE SOURCES AND METHOD INVOLVED 
NOT RELEASABLE TO FOREIGN NATIONALS 


(PARAGRAPHS 1-6 SECRET) 

1. SAUDI ARABIA: THE OIL LINKAGE: PSYCHOLOGICAL AND 
SOCIOLOGICAL FACTORS HELP TO EXPLAIN THE SUjTLE LINKAGE 
BETWEEN THE SAUDIS' OIL PRODUCTION POLICIES 5 ND THEIR 
EXPECTATIONS OF PROGRESS IN THE MIDDLE EAST PEACE PROCESS: 

(A) THE SAUDIS HAVE A DEEPLY INGRAINED AVERSION TO 
APPEARING TO 3E THREATENING? THAT MAKES BLUNT USE OF 
THE OIL WEAPON, SUCH AS OCCURRED IN 1973, AN EXCEPTION. 

TO THE SAUDIS, THREATS AND BLACKMAIL DIRECTLY CHALLENGE 
FUNDAMENTAL BEDOUIN NORMS AND ARE THEREFORE REGARDED 

AS TACTICALLY COUNTER PRODUCT I VE. 

(B) IF A SAUDT WANTS TO INFLUENCE A FRIEND, HE DOES SO 
IN THE CONTEXT OF RECIPROCITY. IN THE SAUDI SYSTEM, 

FR'IEND S HAVE A MUTUALITY OF OBLIGATIONS THAT O0LIGES 
ONE TO HELP ANOTHER, BUT ALSO MAKES ONE FEEL FREE TO 
CALL UPON ANOTHER IN TIME OF NEED. IN THE PROCESS, 
INFLUENCE IS EXERCISED AND EXPECTATIONS ARE MET WITHOUT 
CONFRONTATION. 

2. THESE FACTORS SUGGEST THAT THE SAUDIS ARE UNLIKELY 
TO MAKE AN EXPLICIT LINKAGE BETWEEN OIL AND THE PEACE 
PROCESS. KING KHALID AND CROWN PRINCE FAHD, IN FACT, 

HAVE SPECIFICALLY DENIED THAT THESE TWO MATTERS ARE 
INTERCONNECTED. BUT SUCH DENIALS SHOULD NOT BLIND THE 
US TO THE EXPECTATIONS THAT SAUDIS HOLD* 


3. EMBASSY JIDDA HAS RECENTLY REPORTED THAT THE SAUDIS 
ARE BEGINNING TO REGARD THEIR SPECIAL RELATIONSHIP WITH 
THE IJS AS BEING SOMEWHAT UNBALANCED IN THE LATTER'S 
FAVOR, THE CURRENT SHORTFALL IN UORLD OIL SUPPLIES 
HAS UNDERLINED FOR SAUDI ARABIA THE ABSOLUTE DEPENDENCE 
OF THE UNITED STATE? AND ITS WE STERfT ALLIES ON IMPORTED 
OIL, IT HAS LED THE SAUDIS TO EXPjCT MORE CONSIDERATION 

AMD non 17 concessions from the us in return for their oil* 

A. SUPPORT* FOR THIS ARGUMENT CAN BE FOUND INl 

(A) CROWN PRINCE FA HD * S PUBLIC SUGGESTION IN JUNE THAT 
THE UNITED STATES START AN IMMEDIATE DIALOGUE WITH THE 
FLO, "THE SAUDI GOVERNMENT ," HE SAID, "WOULD BE MORE 
THAN PREPARED TO CONTRIBUTE TO THIS TAXING PLACE., 

(8) SHEIK YAMANI ’ 3 ASSERTION IN A JULY INTERVIEW THAT IF 
THE US COULD NOT COMPEL ISRAEL TO WITHDRAW FROM THE 
OCCUPIED TERRITORIES, IT "MUST BE PREPARED TO FACE THE 
CONSEQUENCES.... YOU CAN’T EXPtCT ARABS TO COOPERATE 
ON OIL UNLESS THERE ARE POSITIVE INCENTIVES ON THE 
POLITICAL FRONT." 

(CO SAUDI DECISION TO CONDUCT AN INTENSIVE TECHNICAL 
REVIEW OF OIL PRODUCTION IN AUGUST* WE BELIEVE THAT 
THIS REVIEW WILL RECOMMEND AGAINST THE PRODUCTION OF 
ADDITIONAL OIL AFTER SEPTEMBER UNLESS THERE ARE COM- 
PELLING FOREIGN POLICY REASONS TO DO OTHERWISE. 

5. IN THIS CONTEXT, EM0ASSY JIDDA JUDGES THAT THERE IS 
A STRONG BUT UNSPOKEN LINK BETWEEN THE RECENT OIL PRO- 
DUCTION INCREASE AND SAUDI EXPECTATIONS OF PROGRESS IN 
THE PEACE PROCESS. WE SHARE THE EMBASSY’S BELIEF THAT 
IF THERE IS NO PROGRESS IN THE NEXT SIX MONTHS THERE 
WILL BE EXCEPTIONALLY STRONG PRESSURES WITHIN THE SAUDI 
HIERARCHY FOR A RETURN TO A PRODUCTION LEVEL OF 8.5 
MILLION BARRELS OF OIL A DAY, AS WELL AS FOR ACCOMMO- 
DATION TO A UNIFIED AND HIGHER PRICE OF OIL AT THE 
DECEMBER OPEC MEET I NO. 

S. IN SHORT, WE BELIEVE THAT THE SAUDIS HAVE GIVEN THE US 
AN INDUCEMENT, RATHER THAN A THREAT, TO ADD MOMENTUM TO 
THE PEACE PROCESS. THE SAUDIS' PERCEPTION THAT THE US 
HAD FAILED TO RESPOND TO THIS INDUCEMENT, HOWEVER, 

WOULD RESULT IN ITS WITHDRAWAL. 

(PARAGRAPHS 7-9 . UNCLASSIFIED) 

7. THREAT TO US SHIPPING t THE US HAS WARNED OIL TANKERS 
TRANSITING THE PERSIAN GULF AREA, PARTICULARLY THE 
STRAIT OF HORMUZ, OF THE POSSIBILITY OF AN ATTACK OR 
OTHER HOSTILE ACTION AGAINST' THEM. 

8. THE MAIN SHIPPING CHANNEL THROUGH TNI STRAIT, WHICH 
UTILIZES THE SHORTEST ROUTE AROUND THE WUSANDAM 
PENINSULA OF NORTHERN OMAN, IS 30 TO 35 KILOMETERS 
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NNNNVV ESA69 1BRA739 ' 

PP RUQMHR 

DE RUEHC #1439/ 02 2 05045$ 

Z NY SSSSS ZZH 
P 23233 4Z JUL 79 
FW SECSTATE WASH)C 
TO INTSUM COLLECTIVE PRIORITY 

INFO RUEATRS/ TREASURY DEPARTMENT WASHDC PRIORITY 2499 
RUEKJCS/DOD/ISA FRlORITY 
BT 

SECRET FINAL SECTION OF 02 STATE 191439/02 
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LONG AND EIGHT TO 13 KILOM-TERS WIDE# THE INBOUND AND 
OUTBOUND CHANNELS ARE SEPARATED BY A PROHIBITED AREA ABOUT 
TWO KILOMETERS WIDE. DEPTHS IN THE CHANNEL GENERALLY 
RANGE FROM 75 METERS TO MORE THAN 200 METERS# THE 
OUTBOUND CHANNEL IS WIDE ENOUGH AND DEEP ENOUGH TO ENABLE 
SHIPMENTS TO CONTINUE EVEN IF TWO SUPERTANKERS WERE SUNK 
IN IT. 


9# OUTBOUND TANKERS COULD AVOID ANY DANGER IN THE 
CHANNEL BY PASSING THROUGH THE BROAD, SHALLOWER PART OF 
THE STRAIT NORTH AND EAST OF THE QUOIN ISLANDS WHERE 
DEPTHS RANGE FROM 45 TO 80 METERS, MORE THAN ADEQUATE 
TO PERMIT PASSAGE OF THE LARGEST SUPERTANKERS. 


10. <U> ISRAEL-UN OBSERVERS: THE PROPOSAL TO STATION 
UN OBSERVERS IN THE SINAI WHEN THE UNEF MANDATE EXPIRES 
JULY 24 WAS REJECTED AT AN ISRAELI CABINET MEETING JULY 
22. ACCORDING TO JERUSALEM RADIO, BEGIN TOOK PART IN 
THE DECISION. THE ISRAELI POSITION IS THAT THE 
STATIONING OF THE OBSERVERS CONTRADICTS THE CAMP DAVll 
AGREEMENT S, THE RADIO REPORT SAID. 

11. CU) BEG I N* S HEALTH: BEGIN WAS REPORTED BY HIS 
DOCTORS TO BE RESTING COMFORTABLY OVER THE WEEKEND. 

HE CONTINUES TO RECEIVE VISITORS, INCLUDING GOVERNMENT 
OFFICIALS. THE ARTERIAL BLOCKAGE, WHICH CAUSED DIZZI- 
NESS AND VISION PROBLEMS, REPORTEDLY IS BEGIN'S ONLY 
IMMEDIATE PROBLEM. THERE ARE NO REPORTS OF A RECUR- 
NANCE OF HIS HEART TROUBLES OR OTHER HEALTH PR08LEMS. 


12. (U) ISRAEL-UN-SETTLEMENTS: JERUSALEM RADIO REPORTED 
JULY 22 THAT THE ISRAELI CABINET REJECTED THE UN'S 
RESOLUTION ON SETTLEMENTS, SAYING THE SETTLEM; NTS ARE 
LEGAL AND THERE IS NO CHANGE IN THE STATUS OF JERUSALEM. 
THE CABINET ALSO SAID ISRAEL WOULD NOT COOPERATE WITH 
THE UN SETTLtMENT COMMISSION. (IT DID NOT COOPERATE 
WITH TH: COMMISSION PREVIOUSLY.) 


13. (U) SYR I A- I SR AEL-SANCT IONS: SYRIA'S UN REPRESEN- 
TATIVE JULY 20 CALLED ON THE SECURITY COUNCIL TO INVOKE 
SANCTIONS AGAINST ISRAEL BASED ON THE FINDINGS OF THE 
UN COMMISSION OM SETTLEMENTS. HE SAID THE COMMISSION'S 
REPORT WOULD BE MEANINGLESS UNLESS THE UN TOOK ACTION 
BUT THAT HF WAS AWARE THAT ISRAEL’S "PATRON" WOULD VETO 
SANCTIONS AGAINST ITS "PROTEGE.' 


128 


M. (C) EGYPT -ISRAEL-OILS EGYPTIAN OFFICIALS HAVE TOLD 
• ''GASSY CAIPO THAT, CONTRARY TO EARLIER ASSUMPTIONS, 
r ME ARAB SANCTION’S AGAINST EGYPT ARE CREATING PROBLEMS 
IN THE SUPPLY OF PETROLEUM PRODUCTS. EGYPT IS BUYING 
f HE SF PRODUCTS FROM MEDITERRANEAN COUNTRIES, NOW THAT 
ARAB COUNTRIES HAVE CUT EGYPT OFF, BUT THESE NEW SUPPLIERS 
--ITALY, GR:ECE AND FRANCE— HAVE BEEN RELUCTANT TO SELL 
r ' EGYPT BECAUSE THEY FEAR ARAB RETALIATION, ACCORDING 
n THE EGYPTIANS. EGYPT IS R :TALIATI;G BY THREATENING 

ro run off crude to countries which will not supply 

"E FI NED PRODUCTS. EMBASSY CAIRO COMMENTS THAT IF THE 
ISRAELIS ARE EXPECTING THE ALMA FIELD OUTPUT, THEY MAY 
’■ DISAPPOINTED BECAUSE ALTHOUGH EGYPTIAN PRODUCTION 
IS INCREASING, EGYPT WILL NEED ALMA OIL FOR ITS OWN 
MOVING CONSUMPTION* THE EGYPTIANS BELIEVE THE PROBLEM 
GAN PF. SOLVED PY PROVIDING CRUDE FROM OTHER FIELDS 
GSUMING THE ISRAELIS ARE NOT INSISTENT UPON THE TYPE 
UF CRUDE FROM ALMA. 

1 ; • <U> HADDAD-HOSPITALIZED: THE IRAQI NEWS AGENCY JULY 
■a REPOPTED THAT MAJOP HADDAD, LEADER OF THE CHRISTIAN 
” ILITIA IN SOUT HERN LEBANON, WAS WOUNDED LAST WEEK AND 
HOSPITALIZED IN ISRAEL. WE HAVE NO INFORMATION TO 
CONFIRM THE REPORTED WOUNDING BUT ISRAELI MEDIA HAVE 
SAID THAT HADDAD IS IN A HAIFA HOSPITAL. 

16 . (C) HADDAD-UNIFILJ CHRISITIAN MILITIA LEADER MAJOR 
HADDAD JULY 22 REPEATED HIS CLAIMS THAT UNIFIL IS AIDING 
THE PALESTINIAN GUERRILLAS AND SAID HIS MEN WOULD FIRE 
ON UNIFIL IF NECESSARY TO PROTECT THEIR POSITIONS. 

"ADDAD'S LATEST REMARKS CONTINUE STEADY CLAIMS BY THE IDF, 
i HE CHRISTIANS AND THE ISRAELI PRESS OF UNIFIL COOPERA- 
TION WITH THE GUERRILLAS— ALL OF WHICH ARE DENIED BY 
UNIFIL. HADDAD * S COMMENTS SINGLED OUT THE IRISH UNIFIL 
CONTINGENT WITH WHICH HIS MEN HAD A RECENT CONFRONTATION. 
HADDAD’S MEN HAVE MOVED INTO A VILLAGE CALLED BAYT 
YAHUN AND, AS OF YESTERDAY, WERE INSISTING THAT THEY WOULD 
TAY and SET UP a CHECK POINT. THIS VILLAGE IS IN THE 
IRISH UNIFIL TERRITORY. WE ALSO NOTE SEVERAL RECENT 
■.iron IE S IN THE* LEBANESE CHRISTIAN AND ISRAELI MEDIA 
ABOUT SHIAS INJURED OR KILLED BY SYRIAN OR PALESTINIAN 
GUERRILLA UNITS. THIS MAY SIGNAL A RENEWED CONTEST FOR 
■•HIA SYMPATHIES. SHIAS CAN BE FOUND ON BOTH THE ISRAELI/ 
CHRISTIAN AND LEFT I ST /MUSLIM SIDES OF THE SOUTHERN 
LEBANON FIGHTING. 

CHRISTOPHER 

MI 

*1439 
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OTHER ADDRESSEES FOR CHIEFS OF MISSION 


(PARAGRAPHS 1-4 SECRET) 


1. SAUDI ARABIA-NORTH YEMEN: SAUDI CONCERNS: SAUDI 
ARABIA’S LEADERS ARE INCREASINGLY APPREHENSIVE ABOUT THE 
SITUATION IN NORTH YEMEN, ACCORDING TO A CIA ANALYSIS. 

THEY PROBABLY ARE PICKING UP RUMORS THAT NORTH YEMENI 
PUKSIDEWT SALIH IS ABOUT TO STRIKE A DEAL WITH SOUTH YEMEN 


IN ORDER TO BOLSTER HIS FALTERING 




TIC POSITION. 


2. SAUDI OFFICIALS URGED THE US LAST WEEKEND TO GIVE 
RIYADH GREATER CONTROL OVER US ARMS SE T TO NORTH YEMEN 
BY SHIPPING SPARE PARTS AND AMMUNITION TO SAUDI ARABIA, 
WHICH WOULD STORE THEM FOR THE NORTH YEMENIS. THE SAUDIS 
EXPRESSED CONCERN THAT THE WEAPONS ULTIMATELY COULD BE 
USED AGAINST THEM IF THERE WERE UNFAVORABLE POLITICAL 
CHANGES IN NORTH YEMEN. 

3. THE SAUDI POLICY TOWARD THE NORTH HAS LONG BEEN 
WillTVAIENT. THE SAUDIS WANT NORTH YEMEN TO BE STRONG 




POL 

CHG 

RF 

CHRON 
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ENOUGH TO DEFEND ITSELF AGAINST THE SOOTH BUT NOT STRONG 
i 'HOUGH TO THREATE; THEM. THE SAUDIS ARE SUSPICIOUS ABOUT 
NORTH YEMEN’S WILLINGNESS TO ENGAGE IN UNIFICATION TALKS 
WITH THE SOUTH. THE NORTH YEMENIS FOREIGN MINISTER’S VISITS 
TO ADEN AND BAGHDAD EARLIER THIS MONIH, AND REPORTS OF 
RECENT MEETINGS BETWEEN PRESIDENT SALIH AND EXILES CON- 
TROLLED BY ADEN, HAVE PRESUMABLY HEIGHTENED SAUDI FEARS. 

*0 SAUDI DEFENSE MINISTER SULTAN— THE CENTRAL FIGURE IN 
DEFINING HIS GOVERNMENT'S POLICY TOWARD THE YEMENS— MAY 
COOPERATE WITH DISGRUNTLED NORTH YEMENIS TO OUST SALIH 
IF HE CONCLUDES THAT SALIH IS INDEED GOING TOO FAR IN 
APPEASING THE SOUTH. 

*>. (U) EGYPT-NEW UNSC RESOLUTION: THE JERUSALEM POST 

REPORTS THAT MJNISTER OF STATE BWRUS CHALI IN A PRIVATE 
BRIEFING GIVEN THE NEWSPAPER BEFORE WINDING UP AUTONOMY 
TALKS IN HAIFA SAID: "WE WANT A NEW RESOLUTION TO UPDATE 
NOT REPLACE IT ALL EGYPT SEEKS IS THE ESTABLISH- 

MENT OF A PROVISIONAL PALESTINIAN ENTITY IN THE WEST BANK 
AND GAZA FOLLOWING WHICH THE PALESTINIANS THEMSELVES WILL 
NEGOTIATE THEIR RIGHT TO SELF-DETERMINATION . " BUTRUS 
GHALI INDICATED THAT THE PRINCIPLES AGREED TO AT CAMP 
DAIVID MUST BE PASSED ON TO THE SECURITY COUNCIL "WITH THE 
AIM OF DEVELOPING THEM INTO A FORMULA ACCEPTABLE TO ALL 
THE PARTIES. ... WE WOULD LIKE THAT FORMULA SERVE AS A 
FALLBACK TO US IF THE CURRENT PROCESS FAILS TO PRODUCE 
RESULTS. " 

i 'MB ASSY CAIRO REPORTS THAT IN A PRESS BACKGROUNDER GIVEN 
TRAVELING CORRESPONDENTS ON HIS WAY HOME FROM HAIFA, 

PRIME MINISTER KHALIL INDICATED THAT A' NEW SECURITY 
COUNCIL RESOLUTION WILL ATTEMPT TO ACHIEVE THE FOLLOWING 

(A) PALESTINIAN RECOGNITION CF ISRAEL'S RIGHT TO EXIST; 

(B) INTERNATIONAL RECOGNITION OF PALESTINIAN POLITICAL 

RIGHTS; 

(C) TERMINATION OF ISRAELI AGGRESSION IN LEBANON; 

AND 

i U) TERMINATION OF PALESTINIAN ATTACKS OR AGGRESSIONS 
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6. (U) EGYFT-AUTQNOMY NEGOTIATIONS: CAIRO RADIO 
REPORTED AUGUST 7 THAT PRIME MINISTER KHALIL CONSIDERED 
THE RESULTS CF THIS MOST RECENT ROUND OF NEGOTIATIONS AS 
"POSITIVE.” KHALIL, ACCORDING TO THE REPORT, SAID THAT 
EAST JERUSALEM IS INCLUDED AS AN ELECTORAL CONSTITUENCY 
AND THAT EIECTIONS WILL EE HELD EITHER UNDER INTERNATIONAL 
SUPERVISION OR UNDER TRIPARTITE OR QUADRIPARTITE SUPER- 
VISION. 

7. (U) ISRAEL- PLO: REUTER REPORTS THAT ISRAEL IN A 
LETTER TO UN SECRETARY-GENERAL WALDHEIM COMPLAINING ABOUT 
A PLO-SPONSORED BOMBING IN JERUSALEM ON AUGUST 5 IN WHICH 
SIX PEOPLE WERE HURT CALLED THE PLO "A SYNDICATE OF 
MURDERERS” AND A "TERRORIST INSTRUMENT IN THE HANDS CF 
CERTAIN ARAB GOVERNMENTS." 

8. (U) ISRAEL-TRIAL: TWO PALESTINIAN GUERRILLAS ARE TO 
FACE TRIAL IN MILITARY COURT ON AUGUST 9 POR PARTICIPATING 
IN AN ATTACK ON COASTAL ROAD TRAFFIC MARCH 11, 1978 IN 
WHICH 34 ISRAELIS WERE KILLED AND 72 WOUNDED. THEY ARE 
THE FIRST GUERRILLAS TO BE BROUGHT TO TRIAL SINCE THE 
CABINET DECIDED IN THE WAKE OF THIS SPRING’S ATTACK ON 
NAHARIYYA TO LIFT THE 30-YEAR OLD INSTHUCTTON TO THE 
ATTORNEY GENERAL NOT TO DEMAND THE DEATH PENALITY. 

BT 
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9. (C) ISRAEL-US : EMBASSY TEL AVIV REPORTS THAT THE 
ISRAELI PRESS ATTRIBUTES DAYAN'S BLASTS AT THE US IN 
THE AUGUST 5 CABINET MEETING AND IN HIS YEDIOT AHARONOT 
INTERVIEW TO AN ALLEGED QUESTION CONVEYED TO HIS FRCM 
TiE SECRETARY CONCERNING THE STATE OF ISRAEL’S ECONOMY. 
ACCORDING TO ONE KNOWLEDGEABLE KNESSET MEMBER, DAYAN 
HAD A REPORT FRCM AMBASSADOR EVRON WHICH CONVEYED A 
QUESTION FROM THE SECRETARY ON ISRAEL'S ECONOMY BUT WAS 
NOT CHARACTERIZED AS AN OFFER OF ASSISTANCE. NEVERTHELESS, 
THE ISRAELI FOREIGN MINISTRY HAS NOT DENIED 

A STORY CIRCULATING THAT DAYAN HAD A MESSAGE DIRECTLY 
FROM THE SECRETARY ON ISRAEL'S ECONOMY. 

10. (U) SADAT- ARABS; SADAT IN A MEETING WITH EGYPTIAN 
JOURNALISTS ON THE EVENING OF AUGUST 6 ACCUSED THE ARA S 
(AND RIYADH BY NAME) OF TRYING "TO STARVE THE EGYPTIAN 
PEOPLE." THE EGYPTIAN NEWSPAPER GUMHURRIYYA REPORTED 
THAT SAUDI SECOND DEPUTY PRIME MINISTER AND NATIONAL 
GUARD COMMANDER ABDALLAH WAS INVOLVED IN A BRIBERY SCANDAL 
INVOLVING CONTRACTS FOR THE CONSTRUCTION OF TWO HOSPITALS 
FOR THE GUARD AND ALLEGED THAT GEEGIAN PROSTITUTES WERE 
BROUGHT INTO SAUDI ARABIA UNDER THE GUISE CP NURSES. 
ABDALLAH WAS ACCUSED OF BEING ifcE SAUDI OFFICIAL MOST 
OPPOSED TO THE TREATY.' 

THESE ATTACKS CONTINUE THE RENEWED ANTI-SAUDI CAMPAIGN 
EVIDENT IN SADAT'S SPEECHES AND THE EGYPTIAN PRESS SINCE 
LATE JULY DESPITE MUBARAK'S PLEDGE TO LOOK INTO THE 
MATTER. THE SAUDIS HAVE , THUS FAR, NOT RESPONDED TO THIS 
CAMPAIGN BUT HAVE INDICATED TO US THAT THEIR PATIENCE IS 
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11. (U) ISRAELI FRESS-US-IEBANON: MOST CP THE ISRAELI 
PRESS AUGUST 8 INTERPRETED THE SECRETARY’S LETTER TO 
CONGRESS ON HE USE CP US EQUIPMENT IN LEBANON AS A THREAT 
OF A MILITARY EMBARGO. THE JERUSALEM POST WAS AN 
EXCEPTION NOTING THE PHRASE THAT ISRAEL "MAY" HAVE 
VIOLATED AGREEMENTS WITH THE US. THE POST CHARACTERIZED 
THE SECRETARY’S WARNING TO ISRAEL AS ” VETTED” AND 
"ELIBERATELY VAGU" . " 

12. (U) LEBANOJ-UNIFIL: IN A STATEMENT DEVELOPED TO 
THE CHAMBER OF DEPUTIES ON THE SECURITY SITUATION IN THE 
COUNTRY, PRIME MINISTER AI^HUSS ACCUSED ISRAEL THROUGH 
ITS "AGGRESSIONS" OF TRYING "TO EMBARRASS, HUMILIATE AND 
EEMORALIZE THE UN FORCES, PROMPTING THEM TO WITHDRAW." VANCE 
ETT 
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.".OBJECT: INTSUM 876 -AUGUST 16,1979 
(PARAGRAPHS 1-14 SECRET) 

!. SAUDI ARABIA: PERCEPTIONS OP THE ARAB- ISRAELI CONFLICT. 
A CIA ANALYSIS OF EARLY AUGUST INCLUDES THE FOLLOWING: 

THE SAUDIS REGARD THE ARAB- ISRAELI CONFLICT AS A DIRECT 
THREAT TO THEIR NATIONAL SECURITY. THEY VIEW ARAB, AND 
(SPECIALLY PALESTINIAN, FRUSTRATION WITH ISRAEL AS A 
"■OJRCE OF INSTABILITY IN THE AREA THAT HAS BEEN SUCCESS- 
l-HILY EXPLOITED BY RADICAL LEFTISTS AND THE USRR. EGYPT’S 
il-ACE AGREEMENT WITH ISRAEL HAS ONLY SERVED TO INCREASE 
"nLARIZATIQN IN THE ARAB CAMP AND STRENGTHENED THE ABILITY 
i' RADICAL STATES LIKE IRAQ TO PLAY A LARGER ROIE IN THE 
HI-IiION. 

THE ARAB-ISRAELI CONFLICT THREATENS RIYADH’S "SPECIAL 
(HATTONSHIP" WITH THE US. SAUDI FOREIGN POLICY HAS LONG 
! 11-11 BASED ON TWO PILJARS — US SECURITY GUARANTEES AND 
'TPORT FOR THE LARGEST POSSIBLE MODERATE ARAB ALLIANCE 
R CONSENSUS. CLOSE US TIES TO ISRAEL AND WASHINGTON’S 
INTIMATE CONNECTION WITH THE CAMP DAVID PEACE AGREEMENTS 
' AVK FORCED RIYADH TO CHOOSE BETWEEN THESE TWO INTERESTS. 
'UK SAUDIS HAVE REPEATEDLY FELT THEY MUST CHOOSE IN FAVOR 
f ARAB CONSENSUS, AND THIS HAS ERODED THEIR RELATIONSHIP 
•TIH THE US. 
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3. THE SAUDIS ARE ALSO CONCERNED THAT THEY MAY BECCME 
DIRECTLY INVOLVED IF THERE IS ANOTHER ARAB- ISRAELI WAR. 

WHILE THEY NO LONGER HAVE ANY MILITARY UNITS IN SYRIA 
AND JORDAN AS THEY DID IN THE MID-1970S, THE SAUDIS FEAR 
THAT ISRAEL MAY STRIKE AT SAUDI MILITARY INSTALLATIONS AT 
TABUK NEAR THE ISRAELI BORDER IN THE EVENT OF ANOTHER WAR. 
ANOTHER ARAB-ISRAELI CONFLICT, MOREOVER, WOULD LEAD TO 
ARAB PRESSURE TO REIMPOSE A BOYCOTT CN OIL SUPPLIES TO THE 
US, RAISING THE DANGER OF THE CCMPIFTE DESTRUCTION OF THE 
SPECIAL RELATIONSHIP WITH WASHINGTON. 

H. THE ISSUE THE SAUDIS ARE MO&T IDENTIFIED WITH IN THE 
WEST IS JERUSALEM. SAUDI LEADERS HAVE LONG BEEN OUTSPOKEN 
ADVOCATES OF THE COMPUTE RETURN OF EAST JERUSALEM TO 
ARAB CONTROL. SAUDI CONCERN FOR JERUSALEM IS GENUINE AND 
DEEPLY FELT. RELIGIOUS OUTRAGE PLAYED A MAJOR ROLE IN THE 
SAUDIS’ INITIAL ANGER AT EGYPTIAN PRESIDENT SADAT'S VISIT 
TO JERUSALEM IN NOVEMBER 1977. 

5. SAUDI OUT SPOKENNESS ON JERUSALEM REFLECTS RIYADH’S SELF- 
IMAGE AS THE DEFENDER OF ISLAMIC VALUES AND INTERESTS. 

THE SAUDI MONARCHY WAS ESTABLISHED AS THE SECULAR ARM OF 
A REFORMIST ISLAMIC MOVEMENT, THE WAHHABIS, AND REMAINS 
IDEOLOGICALLY CLOSE TO THE MUSLIM CLERGY, THE ULEMA. ANY 
PUBLIC MOVE THAT WOULD SOFTEN SAUDI (XMOTMENT TO THE 
COMPLETE RETURN OF ARAB JERUSALEM TO ARAB CONTROL WOULD 
PROBABLY LEAD TO PRESSURE FROM THE ULEMA AND UNDERMINE 
THE LEGITIMACY OF THE MONARCHY’S CLAIM TO RULE. 

6. DESPITE THEIR TOUGH PUBLIC POSTURE, HOWEVER, THERE 
ARE INDICATIONS THAT AT LEAST SOME SAUDI LEADERS RECOGNIZE 
THERE IS LITTLE LIKEXJDHOOD THAT ISRAEL CAN BE INDUCED TO 
RETURN ALL OF EAST JERUSALEM TO ARAB CONTROL AND THAT THE 
ARABS WILL HAVE TO SETTLE FOR SOMETHING IESS. 

7. IT IS LIKELY THAT THE SAUDIS WOUID SUPPORT ANY- SETTLE- 
MENT OF THE JERUSALEM ISSUE THAT THE PALESTINIANS ACCEPTED. 
ONLY BY EASING PALESTINIAN FRUSTRATIONS, THE SAUDIS 
BELIEVE, CAN THE THREAT OF RADICALISM AND INSTABILITY BE 

DIMINISHED. 

8. SAUDI LEADERS ARE CONVINCED THAT BRINGING THE FLO 
INTO THE PEACE PROCESS WOULD REMOVE THE LARGEST PALESTTN- 
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*IAN ORGANIZATION FBCM THE RADICAL CAMP CF THOSE ARABS WHO 
REJECT SEmuSMENT WITH ISRAEL. THE CHUB TOR ACCEPTING 
DIFFICULT COMPROMISES WITH ISRAEL WOULD THEREBY BE 
SHIFTED FROM THE MODERATE ARABS TO THE PAIESTTXtAMS THEM- 
SELVES. 

9. THE SAUDIS PREFER THAT THE BANK AND GAZA FOfW 

THE BASIS OF AN INDEPENDENT PALESTINIAN STATE RATHER THAN 
AN ENTITY TIED TO JORDAN, AITHOUGH RIYATfi WOUU) ACCEPT THE 
UTTER IF THE PALESTINIANS FAVORED IT. THE SAUDIS NEVER 
RECOGNIZED JORDANIAN CONTBOL OVER THE WEST BANK BEFORE 
1967 AND HAVE CONSISTENTLY SUPPORTED THE B74 RABAT SUWCT 
DECISION, WHICH STRIPPED JORDAN OF ANY KECKT TO NEGOTIATE 
FOR THE WEST BANK'S RETURN. 

10. SAUDI SUPPORT FOR THE PALESTINIAN PEDAYEEN DATES 
FROM THE LATE 1960S. THE SAUDIS ARE AMONG THE MOST IM- 
PORTANT FINANCIAL BACKERS OF THE PID AMD ESPECIALLY CP 
YASIR ARAFAT'S FATAH GROUP. SAUDI SUPPORT FOR US PALES- 
TINIANS REFLECTS A CCPBINATXCN CP SINCERE COWTIMENT TO 
THEIR CAUSE AND FEAR OF A POTENTIAL MKYE2N CAMPAIGN OP 
SUBVERSION AGAINST THE KINGDOM. 

U. CEMBttL TO THE SAUDI-PALE2TINIAN RELATIONSHIP IS 
BY 
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THE FACT THAT MORE THAN 100,000 PALESTINIANS LIVE IN THE 
KINGDOM. THE PALESTINIAN COMMUNITY INCLUDES MANY LONG- 
TIME RESIDENTS WORKING IN MEDICINE, TEACHING, BUSINESS, 

AND THE SKILLED TRADES. THE PALESHNAINS IN SAUDI ARABIA 
ARE THE HIGHEST PAID CP THE ARAB AND OTHER NON-WESTERN 
EXPATRIATE WORKERS IN THE COUNTRY — A SITUATION THAT GIVES 
THEM A STAKE IN THE STABILITY OF THE REGIME. THE SAUDIS 
HAVE, HOWEVER, CAREFULLY LIMITED THE NUMBER CP PALESTIN- 
IANS WORKING IN THE OIL INDUSTRY, AND THE SECURITY SERV- 
ICES KEEP A CLOSE WATCH ON THE PALESTINIAN COMMUNITY. 

12. THE LINKAGE BETWEEN SAUDI ATTITUDES ON THE PEACE 
PROCESS AND THEIR WILLINGNESS TO SUPPLY OIL TO THE WEST 
IS SUBTLE AND COMPLEX. THE SAUDIS ARE WELL AWARE THAT 
MARKET FORCES SINCE 1973 HAVE INCREASED THEIR LEVERAGE 
OVER THE US AND THAT A FULL-SCALE EMBARGO IS NO LONGER • 
NECESSARY TO APPLY PRESSURE. THE SAUDIS CAN PRESS THE US 
SIMPLY BY INACTION IN THE FACE OF INCREASED DEMAND, OR 
BY NOT RESISTING PRESSURES PGR HIGHER PRICES. 

13. AT THE SAME TIME, SAUDI OIL POLICY IS INFLUENCED BY 
ISSUES OTHER THAN THE PEACE PROCESS. THE SAUDI HAVE TO 
BALANCE THEIR NEED FOR US SECURITY GUARANTEES AMD THEIR 
ECONOMIC RELATIONSHIP WITH THE WEST AGAINST THEIR DESIRE 
FOR A MORE FORTHCOMING US POLICY ON THE PALESTINIAN ISSUE. 

14. THE SAUDIS ARE MORE LIKELY TO USE THEIR OIL LEVERAGE 
AS AN INDUCEMENT TO THE US TO PROMOTE PROGRESS IN THE PEACE 
PROCESS THAN AS A THREAT. IN THE MONTHS AHEAD, THE SAUDIS 


WILL BE LOOKING FOR INDICATIONS THAT THE CURRENT AUTONOMY 
MEDIATIONS BETWEEN EGYPT AND ISRAEL CAN ULTIMATELY PROVIDE 
I HE BASIS FOR SATISFACTORY SETTLEMENT OF THE PALESTINIAN 
PROBLEM, BUT RIYADH IS NOT OPTIMISTIC. THE ATTITUDE OF 
THE PLO WILL BE CRUCIAL. IF THE PALESTINIANS REJECT THE 
< JUTCOME OF THE AUTONOMY NEGOTIATIONS, IT IS HIGHLY UNLIKELY 
HAT THE SAUDIS WILL CHANGE THEIR CURRENT STANCE,. 

( PARAGRAPHS 15-20 UNCLASSIFIED) 


15 . ISRAELr-P ALESTINT ANS : JERUSALEM RADIO REPORTED THAT 15 
KNESSET MEMBERS HAVE BEEN INVITED TO PARTICIPATE IN AN 
" ISRAELI-PAIESTINIAN” CONVENTION WHICH WILL BE HELD IN 
:IX WEEKS IN WASHINGTON. THE RADIO’S CORRESPONDENT REPORT 


KD THAT THE CONFERENCE'S AIM IS TO HAVE ISRAELIS, INCLUDING 
MEMBERS OF THE PEACE NOW MOVEMENT, .MEET WITH PALESTINIANS 
IN THE UNITED STATES. ISRAEL’S EMBASSY^ WASHINGTON IS 
REPORTED TO FEAR THAT THE CONVENTION WILL HARM THE WAY 
ISRAEL PRESENTS ITS POSITION. THE KNESSET MEMBERS INVITED 
’in TILE CONFERENCE REPORTEDLY HAVE MATE THEIR PARTICIPATION 
• XJNDITTOnXl UPON ASSURANCES THAT THOSE PALESTINIANS 
PARTICIPATING WILL NOT BE ORGANIZATIONALLY IDENTIFIED 
WITH THE PLO AND THAT AN AGENDA WILL BE AGREED UPON IN 
ADVANCE, 


mMONG r IHOSE INVITED ARE MEMBERS. CF THE RULING COALITION’S 
NATIONAL RELIGIOUS PARTY; ABBA EBAN AND YOSSI SARID FROM 
HE ALIGNMENT; SHULAMIT ALONI FRCM THE CITIZENS RIGHTS 
n 'VIMENT; SHMUEL TOLEDANO FROM SHAY (WHICH BOLTED FROM 
■AUIN’S DEMOCRATIC MOVEMENT FOR CHANGE); AND MEIR PAIL 
■ROM THE DOVISH SEHLLI PARTY. 

if.. ISRAEL-US-PLO : JERUSALEM RADIO REPOTTED AUGUST 15 
HAT BEGIN WILL RAISE AMBASSADOR YCUNG’S MEETING WITH THE 
ID OFFICIAL IN HIS TALKS WITH AMBASSADOR STRAUSS THIS 
WEEK. IN AN EDITORIAL, YEDIOT AHARANCT SAID THAT "SOME- 
NE” IN WASHINGTON IS MAKING EFFORTS TO BRING THE PLO DOWN 
' i THE US. HATZOEF URGES THE ISRAELI GCVEHMENT TO MAKE 
•IEAR THAT IT WILL NOT BE HAPPY WITH "MERELY REPEATED" 
STATEMENTS ABOUT POLICY ON THE PLO. DEPUTY PRIME 
MINISTER YADIN, LEAVING FOR WHAT JERUSALEM RADIO CALLED 
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" A US INFOWATICN CAMPAIGN,” SAID AMBASSADOR YOUNG'S 

t 

MEETING OONSmUIES "A CLEAR DEVIATION 1 ' OF US POLICY. 

17. ISRAEL-BCMBING INCIDENT: TEL AVIV RADIO H E POKM) 

THAT TWO PEOPLE WERE WOUNDED AUGUST 15 WHEN A BO© EXPLODED 
AT AN UTIERSECTION NEAR NETANYA. ANOTHER INDIVIDUAL WAS 
WOUNDED WHEN A BCMB WENT CPF IN A TEL AVIV SUBURB. 

18. IRAQ-IMPORTANT ANNOUNCEMENT: THE KUWAITI NEWSPAPER 
AL-WATAN, CITING ARAB SOURCES, SAID IRAQI PRESIDENT 
SADDAM HUSAYN WILL ANNOUNCE SERIOUS AND VERY IMPORTANT 
DECISIONS ON THE ARAB AND INTERNATIONAL LEVEL ON AUGUST 19. 

19. PLO-US: ACCORDING TO AGENCE PRANCE PRESSE, THE FLO’S 

UN REPRESENTATIVE TERZI TOLD THE LEBANESE DAILY AL-NAHAR 
THAT HIS MEETING WITH AMBASSADOR YOUNG DID NOT CENTER ON 
"THE ROOTS OP THE PROBELM." TERZI ADDED THAT "THE BASIS 
CF THE PROBLEM WAS NOT EXAMINED. ... I WAS SURPRISED BY 
REPORTS ABOUT THIS AFFAIR. THEY ARE FOUNDED ON ERRONEOUS 
GROUNDS " 

20. TURKEY-PLO: ANKARA RADIO REPORTED AUGUST 15 THAT A 
PROTOCOL WAS SIGNED BY THE TURKISH FOREIGN MINISTER AND THE 
;EAD OF THE PLQ'S POLITICAL DEPARTMENT IN THE TURKISH 
CAPITAL. ACCORDING TO THE PROTOCOL, THE FLO OFFICE IN 
ANKARA WILL INCLUDE A CHIEF AND FIVE SUBORDINATES. THE 
CHIEF OF MISSION AND TWO OIHER REPRESENTATIVES WILL ENJOY 
THE DIPLOMATIC IMMUNITIES AND PRIVILEGES GRANTED TO OTHER 
BT* 
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INFO KUEATRS/TREASUKY DEPARTMENT WASHDC PRIORITY 2650 
HOEKJCS/DOD/ISA WASHDC PRIORITY 

HT 

"EC RE T FINAL SECTION OF 03 STATE 214676/03 

I'TPLOMATfc MISSIONS, AND WILL BE ABLE TO FLY THE PALESTINIAN 
’•I AG. THE TWO SIDES AGREED UPON PRINCIPLES OP MUTUAL 

HESPECT AND NON-I MWER ENCE IN EACH OTHER’S INTERNAL 

AFFAIRS. 


.’1. (C) SAUDI ARABIA-PETROIEUM POLICY: A SAUDI OFFICIAL IN 

'IHE OIL MINISTRY HAS TOLD AN OFFICER OP US CONSULATE 
JIUERAL DHAHRAN THAT ARAMCO HAD REACHED ITS TARGET CF 
'105 MILLION BARRELS PER DAY. HE SAID THE CURRENT IEVEL 

<>F PRODUCTION WOULD CONTINUE "UNTIL THE MARKET IS READY 

’'R REDUCTION". 


MFANWHIIE, ACCORDING TO REUTER, SHAYKH YAMANI ACCUSED THE 
INDUSTRIALIZED COUNTRIES OF "PRICE OOUNGING" FOR THEIR 
GOODS AND SERVICES. HE PRAISED, HOWEVER, PRESIDENT CARTER'S 
ENERGY PROGRAM BUT ADDED THAT "OIL CIRCLES WILL BE WATCHING 
CAREFULLY HOW FAR THE CONGRESS COOPERATES WITH PRESIDENT 
CARTER IN APPLYING THE PROGRAM." 


C2. (U) MIDOLE EAST-CEAUCESCU : ROMANIAN PRESIDENT 

CKAUCESCU SAID DURING HIS VISIT TO SYRIA THAT MIDDLE 
I AST PEACE CANNOT BE ACHIEVED WITHOUT SETTING UP AN 
INDEPENDENT PALESTINIAN STATE. HE SAID NEW INITIATIVES 
WERE REQUIRED TO PROVIDE FOR PARTICIPATION IN THE 
NEGOTIATIONS CF ALL CONCERNED— ARAB COUNTRIES AND THE PLO. 


C3. (U) SYRIA-IRAN: THE SYRIAN FOREIGN MINISTER MET 

KHOMEINI IN IRAN AUGUST 15 AND THE AYATOLLAH CALLED FOR 

MUSLIM UNITY. SYRIAN- IRANIAN RELATIONS HAVE BEEN STRAINED 

AND THIS VISIT IS PROBABLY AN EFFORT TO IMPROVE TIES AND 
POSSIBLY TO SET IHE STAGE FOR A VISIT BY THE SYRIAN 

PRESIDENT. 
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DE RUEHC #8973 2430717 
ZNY CCCCC ZZH 
P 302149Z AUG 79 
m SECSTATE WASHDC 

TO RUQMRA/AMEMBASSY JIDDA PRIORITY 1109 
INFO ALL OECD CAPITALS PRIORITY 
RUFHRS/AMEMBASSY ALGIERS PRIORITY 1558 
KUESQI / AMEMB ASS Y .QUITO PRIORITY 3736 
RUFHLC/AMEMBASSY LIBREVILLE PRIORITY 1407 
RUKQBT/AMEMBASSY JAKARTA PRIORITY 5881 
KUQMHR/AMEMBASSY TEHRAN PRIORITY 4361 
RUEHADA’SINT BAGHDAD PRIORITY 2017 
RUSMKW/AMEMBASSY KUWAIT PRIORITY 8288 
RUQMTI/AMEJffiASSY TRIPOLI PRIORITY 9693 
RUEHOS/AMEMBASSY LAGOS PRIORITY 9066 
RUQMOD/AMEMBASSY DOHA PRIORITY 0373 
RUQMBI/AMEMBASSY ABU DHABI PRIORITY 4969 
RUESRS/AMEMBASSY CARACAS PRIORITY 7583 
BT 

CONFIDENTIAL STATE 228973 

E.O. 12065 GDS - 8/29/85 (COOPER, RICHARD) 

TAGS: ENRG, SA, US 

SUBJECT: YAMANI VIEWS ON FUTURE ENERGY SITUATION 

1. IN EXTENDED DISCUSSION WITH UNDER SECRETARY COOPER 
AUGUST 28, SAUDI OIL MINISTER YAMANI SKETCHED FOLLOWING 
PROGNOSIS. 

2. YAMANI FORESAW SOME SURPLUS OVER REST OF YEAR PERMIT- 
TING BUILDING OF OIL STOCKS AND CCMTNUED DOWNWARD PRESSURE 
ON SPOT PRICES. ASSUMING RECESSION IN OECD COUNTRIES 

AND RESULTANT DEMAND RESTRAINT IN 1980, HE FORESAW A 
Ca«FfTABI£ CRUDE OIL SURPLUS IN WHICH INCREASED NORTH SEA 
AND MEXICAN PRODUCTION WOULD CAUSE CHOP IN DEMAND FOR OPEC 
OIL. SINCE SCME OPEC PRODUCERS NEED TO PRODUCE AT FULL 
CAPACITY FOR DEVELOPMENT REASONS, HE FORESAW POSSIBILITY 
OF MOVEMENT TOWARD OPEC PRICE UNITY. (THROUGHOUT HIS 
COWENTS YAMANI STUDIOUSLY AVOIDED COMMENT ON SAUDI PRO- 


142 


DUCTION PLANS.) 


3. YAMANI EXPRESSED GREAT CONCERN ABOUT 1981-85 PERIOD. 
HE SAW UTILE PROSPECT FOR INCREASED OPEC PRODUCTION OVER 
THAT PERIOD. HE NOTED THAT OPEC COUNTRIES WITH PRESSING 
INCOME NEEDS SUCH AS INDONESIA AND NIGERIA ARE FACING 
SIGNIFICANT TECHNICAL PROBLEMS IN INCREASING PRODUCTION. 
KUWAIT WANTS TO CUT PRODUCTION TO AROUND 1.6 MBPD. 
"OTHERS" WANT TO RESTRAIN PRODUCTION. IN THIS PERIOD, 
HOWEVER, OECD COUNTRIES WILL BE UNDER GREAT PRESSURE IN 
'IHE FACE OF HIGH UNEMPLOYMENT TO EXPAND ECONOMIES. EVEN 
A TWO PERCENT GROWTH IN OECD ENERGY DEMAND WILL CAUSE 
SERIOUS PRESSURES. THE EASY STEPS IN ENERGY CONSERVATION 
AND DEVELOPMENT OF ALTERNATIVE SOURCES WILL HAVE BEEN 
MADE AND REALLY SIGNIFICANT DIVERSIFICATION OF ENERGY 
SOURCES WILL NOT BE POSSIBLE UNTIL 1985 AND BEYOND. 

YAMANI DID OBSERVE, HOWEVER, HAT IF THE TOKYO SUBMIT 
TARGETS WERE MET, WE MIGHT BE ABLE TO MANAGE THE PERIOD 
TO 1985 WITHOUT UNDUE PRESSURE ON THE MARKET. 

4. YAMANI STRESSED THAT THIS ASSESSMENT WAS BASED ON THE 

♦ 

"VERY BIG IF” THAT PRESENT CONDITIONS IN OPEC PRODUCING 
COUNTRIES REMAIN THE SAME AND SPECIFICALLY THAT IRANIAN 
PRODUCTION WOULD NOT FURTHER DECLINE. IN THIS REGARD HE 
IMPRESSED SERIOUS CONCERN ABOUT IRAN’S ABILITY TO SUSTAIN 
PRODUCTION WITHOUT SIGNIFICANT OUTSIDE HELP, AND WAS 
SKEPTICAL THAT PRESENT 400,000 B/D DROP IN IRANIAN 
PRODUCTION WAS INDEED RELATED TO WEATHER CONDITIONS 
IN PERSIAN GULP. 

5. YAMANI EMPHASIZED THAT IN THIS DIFFICULT 1981-85 
SITUATION IT IS ESSENTIAL THAT THE REAL PRICE OF OIL 
CONTINUE TO RISE, GRADUALLY AND IN CAREFULLY MODULATED 
MANNER. THIS IS ESSENTIAL TO RESTRAIN DEMAND, TO 
PREVENT SERIOUS SUPPLY GAPS AND TO PROVIDE THE ECONOMIC 
INCENTIVES FOR THE DEVELOPMENT OF ALTERNATE SOURCES OF 
ENERGY. 


f . IN HIS PRESENTATION YAMANI STRESSED THE ASSUMPTION 
!HAT BY MID-1980 US AND OTHER MAJOR CONSUMERS MUST MOVE 
AWAY FROM OIL DEPENDENT ECONOMIES TOWARD DIVERSIFIED 
! IJERGY SOURCES. HE EXPRESSED GREAT INTEREST IN 
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PRESIDENTS ENERGY PROGRAM INCLUDING STATUS CP WINDFALL 
PROFITS TAX AND RELATED ENERGY FUND ALLOCATIONS. 


7. IN COURSE OF DISCUSSIONS UNDER SECRETARY COOPER 
NOTED IMPORTANCE OF SOVIET OIL DEVELOPMENTS ON 
INISRNATTONAL MARKET. INDICATING OUR BELIEF THAT SOVIET 
CONSUMPTION IS GROWING FASTER THAN PRODUCTION AND THAT 
THERE ARE ESTIMATES THAT THE GAP MAY REACH 1-3 J«PD, 
WITH THE SOVIETS BECOMING AN OIL IMPOfUER AT THE HIGHER 
FIGURE. VANCE 
BT 

#8973 
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DE RUEHPO #4282/01 2500108 

ZNY UUUUU ZZH 
R 070106Z SEP 79 
FM US INFO WASHDC 
TO RUEHJiVAMCONSUL JERUSALEM 
RUQMIF/AMEMBASSY AMMAN 
RUQMBE/AMEMBASSY BEIRUT 
RUEHEY/AMEMBASSY CAIRO 
f^q^IRVAMEMBASSY JIDDA 
RUDKKR/AMEMBASSY TONIS 
RUQfTO/ANEMBASSY KHARTOUM 
KUQMKW/AMEMBASSY KUWAIT 
RUQMHR/AMEMBASSY TEHRAN 
RUQMAD/USICA TEX AVIV 
KUEHUS/AMEMBASSY DAMASCUS 
RUQMIT/AMEMBASSY TRIPOLI 
RUQMNS/AMEMBASSY SANA 
RUQMB1/AMEMBASSY ABU DHABI 
RUQMMT/AMEMBASSY MUSCAT 
RUQMDH/ AMCONSUL DHAHRAN 
RUQMAM/AMEMBASSY MANAMA 
RuTHMR/AMEMBASSY RABAT 
FUFHRS/AMEMBASSY ALGIERS 
BT 

UNCLAS SECTION 01 OP 02 

USINFO 

E.O. 12065 N/A 

USICA FOR PAO FROM PGM/PPN 

FOLLOWING IS A PRESS RELEASE FROM THE OFFICE OF CONGRESSMAN 
LivS A5P1N, DATED SEPTEMBER 4: 

(BEGIN TEXT) 

ASPIN SAYS SAUDIS GOBBLE UP MILLITARY PURCHASES 
WASHINGTON, D.C.— SAUDI ARABIA HAS SIGNED UP FOR WELL 
OVER HALF OF EVERYTHING SOLD UNDER THE FOREIGN MILITARY SAIFS 
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PROGRAM SINCE THE FALL OF THE SHAH, REP- LES ASPIN (D-WIS. ) 
REVEALED TODAY. 


" SAUDI ARABIA IS BUYING II TIMES AS MUCH AS THE SECOND 
LARGEST MILITARY CUSTOMER, ASPIN SAID. 

” SINCE THE SHAH FELL LAST FEBRUARY, THE PENTAGON HAS 
SIGNED CONTRACTS TO SEEL 6.3 BILLION DOLLARS IN GOODS AND 
SERVICES UNDER THE FOREIGN MIIITAKY SALES PROGRAM." 

ASPIN SAID. " OF THAT TOTAL, SAUDI ARABIA HAS SIGNED FOR 3*7 
BILLION DOLLARS OR 58 PERCENT OF THE ENTIRE WORLDWIDE POT." 

IN THE SIX YEARS BEFORE ITJE SHAH'S FALL, IRAN LED THE 
LIST OF THE PENTAGON'S CUSTOMERS IN THREE YEARS AND SAUDI 
ARABIA IN THE OTHER THREE. BUT ASPIN NOTED THAT NO 
COUNTRY HAS EVER BEFORE BOUGHT MORE THAN HALF OF EVERYTHING 
SOLD UNDER MS IN A SINNGLE YEAR. 

ASPIN SAID, "TWO THINGS ARE DISTURBING ABOUT THESE 
NUMBERS. 

" FIRST, MANY PEOPLE HAD BEEN CONCERNED FOR YEARS THAT 
THE SAUDI EXPANSION PROGRAM WAS LARGELY A COUNTER TO THE 
IRANIAN EXPANSION SINCE THE SAUDIS COULDN’T VERY WELL LET 
THEMSELVES BE OUTCLASSED IN THEIR OWN BACKYARD. UNDER 
THAT INTERPRETATION , THE SAUDI RATE OF PURCHASES SHOULD NOT 
BE WANING— BUT 1 IT’S NOT. 

"SECOND, GIVEN THE STRONG SAUDI REACTION AGAINST THE CAMP 
DAVID ACCORDS, THE CONTINUING SAUDI BUILDUP IS CERTAIN TO FUEL 
FEARS THAT RIYADH HAS ISRAEL IN ITS SIGHTS." 

ASPIN’ S FIGURES ON ARMS SALES SINCE THE IRANIAN 
REVOLUTION WERE DERIVED BY SUBTRACTING THE FIGURES SHOWN 
ON THE COMPUTER PRINTOUT FOR SALES AS OF AUGUST 16 FROM THE 
PRINTOUT FOR SALES AS OF FEBRUARY 22, SHORTLY AFTER THE 
SHAH’ S REGIME FELL. THE COMPUTER, PRINTOUTS WERE SUPPLIED 
BY THE DEFENSE SECURITY ASSISTANCE AGENCY. 

IN THAT SAME TIME PERIOD, ISRAEL RANKED FOURTH ON THE 
LIST OF ARMS BUYERS. IRAN BOUGHT NOTHING. 

ASPIN SAID. THE MASSIVENESS OF THE SAUDI CONTRACTS 
BECAME EVEN MORE EVIDENT WHEN YOU NOTICE THAT THE SECOND 
LARGEST BUYER SINCE THE SHAH'S FALL HAS BEEN A NATO AGENCY 
THAT SIGNED FOR ONLY 5 PERCENT OF THE TOTAL. SAUDI 
ARABIA BOUGHT 11 TIMES AS MUCH AS THE NUMBER TWO BUYER . " 

ASPIN SAID, "IT SHOULD BE REMEMBERED THAT MANY OF THESE 
MILITARY PROGRAMS -ARE A LONG TIME IN PREPARATION, THUS, 

THERE MAY BE AN ELEMENT OF MCMENTOM INVOLVED IN SOME CF 
BT 
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DE RUQMDK M66 2580745 
ZNY SSSSS ZZH 
P R 150710Z SEP T9 
EM AMCONSUL DHAHRAN 
TO RUEHC/SBCSTATE WASHDC PRIORITY 7390 
INFO RUQMBI/AMEMBASSY ABU DHABI 471 
RUEHAD/USE/T BAGHDAD 101 
HUQMOD/AMEWBASSY DOHA 221 
RUQMRA/AMEKBASSY JIDDA PRIORITY 9773 
PUQMKW/AM0MBASSY KUWAIT 1423 
RUQMAT^AMEMBASSY MANAMA PRIORITY 806 
RimYA/USUO RIYADH 1077 
RUQMHR/AMEMBASSY TEHRAN 1334 
BT 

SECRET DHAHRAN 1466 


EO 12065: QDS 9/15/85 (LINDSTRCM, RALPH E.) OR~M 


TAGS: MTLI, FEPR, SA, BA 

SUBJECT: SAG REPORTEDLY SENDS NATIONAL GUAF 




S TO BAHRAIN 


1. (S~ ENTIRE TEXT) 

2. SAUDI BUSINESSMAN IN PERSENCE OF POLICE OFFICIAL TOLD 
CONSQFF SEPTEMBER 14 THAT SAG HAS SENT 500 NATIONAL 
GUARDSMEN TO BAHRAIN TO HELP GOB MAINTAIN ORDER IN FACE 
OF SHI'S UNREST. 


3 . WHEN CONSQFF ASKED WEHTHER SIG WAS CONCERNED OVER SHI’S AS 
EN SAUDI ARABIA’S EASTERN PROVINCE, HIS QUERY WAS 
DISMISSED. WITH SUSTOMARY SAUDI ESTABLISHMENT DISDAIN FOR 
THIS MINORITY. 


4 . DOES EMBASSY MANAMA HAVE ANY CNFIHMATTON OF THIS 
REPORT? LINDSTRCM 

HT 

*1466 


POL 

CHRG’ 

ECON 

RF 

CHRN 
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DE KUQMAM #1831 2590930 
ZNY SSSSS ZZH 
P 160915Z SEP 79 
m amembassy Manama 

TO KUEHC/SECSTATE WASHDC PRIORITY 7882 
INFO RUQMBI/AMEMBASSY ABU DHABI 1724 
RUEHAD/USINT BAGHDAD 301 
RUQMTK/AMCGNSUL DHAHRAN PRIORITY 1126 
KUOTO/AMEMBASSY DOHA 1472 
KUQMRA/AMEMBASSY JIDDA PRIORITY 1110 
RUQMKW/AMEMBASSY KUWAIT 3228 
KUQMYA/USLO RIYADH 166 
KUQMHR/AMEMBASSY TEHRAN 1304 
BT 

SECRET MANAMA 1851 


E.O. 12065: GDS 9A6/85 (FELLETREAU, ROBERT H.) CB-M 
TAGS: MILI, PEPR, SA, BA 

SUBJ: (S) SAG REPORTEDLY SENDS NATIONAL GUARDSMEN TO BAHRAIN 


POL 

CHR3" 

ECON 

MAAG/DAO 

CHRN 


REP: DHAHRAN 1466 


1. (S) NEITHER WE NOR BRITISH EMBASSY HAVE RECEIVED ANY 
CONFIFMATION OF SAG NATIONAL GUARDSMEN ACTUALLY BEING 
SENT TO BAHRAIN, DURING DEMONSTRATIONS AT THE END CF 
AUGUST, RUMORS WERE STRONG THAT UP Tt) TWO THOUSAND 
S^UDI POLICE HAD ARRIVED TO ASSIST IN CONTANING SITUATION 
BUT NO TRACE OF THEM EVER APPEARED. 


2. (S) COMMENT: WHITE SAUDIS HAVE AN OBVIOUS INTEREST 
IN BAHRAINI STABLITY AND IN PREVENTING ANY (MBFLCW 
OF SHIA UNREST INTO THE EASTERN PROVINCE, IN OUR VIEW 
GO) WOULD BE EXTREMELY RELUCTANT TO REQUEST SAUDI HELP 
TO KEEP ITS HOUSE IN ORDER UNLESS IN EXTREMIS. THAT 
IS CLEARLY NOT THE CASE. 

PELLETREAU 

BT 

#1831 
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ZNY CCCCC ZZH 

R 200533Z SEP 79 CHFKV 

PM AMEMBASSY JIDDA POL 

TO RUEHC/SECSTATE WASHDC 7411 RF 

INFO RUCtfKW/AMEMBASSY KUWAIT 4321 CHRN 


HUQMIT/AMEMRASSY TRIPOLI 1060 
RUEHAD/USINr BAGHDAD 3283 
KUQMBI/AMEMBASSY ABU KIABI 1769 
RUFHRS/AMEMBASSY ALGIERS 7134 
KUQMOD/AMEMBASSY DOHA 764 
RUQMHR/AMEMBASSY TEHRAN 2773 
HJESRS/AMFMBASSY CARACAS 219 
RUEHOS/AMEMBASSY LAGOS 24 1 
RUKQBT/AMEMBASSY JAKARTA 26l 
RUFHLC/AMEMBASSY LOBREVILLE 56 
RUESQI/AMHMBASSY QUITO 8l 
RUQMDH/AMCONSUL DHAHRAN 2940 
BT 

CONFIDENTIAL JIDDA 66 34 

DEPARTMENT PLEASE rASS TO OECD CPITALS, USOECD, AND USEEC 

E.O. 12065: GDS 9/19/79 (MEYERS D F ) OR-E 
TAGS: ENRG OPEC 

SUBJ : CRUDE OIL SPOT MARKET SALES 

1. (C ENTIRE TEXT.) 

2. FOLLOWING IS TEXT OP DHAHRAN 1461 WHICH IS 
REPEATED FOR INFO ADDRESSEES INFORMATION. 

3. ON SEPT 11, ECON OFFICER PAID A FAREWELL CALL ON 
ACTING DEPUTY MINISTER OF PETROLEUM KHADER HERSOLLAR 
ACCOMPANIED BY EMBASSY PETROLEUM REPORTING OFFICER. 

TN THE COURSE OF THIS MEETING, USING TALKIN POINTS 
PROVIDED REF, WE RAISED THE USG'S CONCERN WITH 

INCREASING SPOT MARKET CRUDE PRICES AND TOLD HERZOLLAH THAT OU 
AMBASSADORS IN OTHER OPEC CAPITALS HAD BEEN INSTRUCTED 
TO RAISE THIS QUESTION WITH THERI HOST 
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GOVERNMENTS. WE POINTED OUT THAT THIS WAS NOT BEING 
RAISED IN SAUDI ARABIA SINCE WE WERE AWAKE THAT ALL SAUDI CHUTE 
BEING MARKETED BY ARAMCO AND PETHCMIN WAS SOLD ON A CONTRACT BASIS. 
HOWEVER, WE FELT THE MINISTRY SHOULD BE AWARE OF THIS APPROACH TO 
THE OTHER OPEC GOVERNMENTS. 


4. HERSOLLAH COWENTED THAT THE MAJOR CULPRITS WERE THE 
OTHER GULF STATES, ESPECIALLY IRAQ, BUT INCLUDING IRAN, 

KUWAIT, QATAR, AND POSSIBLY THE USE. 

HE COULD NOT OR WOULD NOT SAY WHAT VOLUMES WERE GOING INTO THE 
SPOT MARKET. HE SAID THAT THE RISE IN SPOT PRICES COULD HAVE 
BEEN ANTICIPATED FOR TWO REASONS, FIRST, IMMEDIATELY AFTER THE 
OPE CONFERENCE EACH MEMBER TRYS TO DEMONSTRATE THAT IT IS FOLLOW- 
ING THE QENILHVEN’S AGREEMENT REACHED THERE. HOWEVER, CVER TIME 
" FIRST ONE TANKER LOAD, THEN TWO" BBGfING TO FIND THEIR WAY INTO 
THE SPOT MARKET. 


5. HERZOLLAH, HOWEVER, ALSO PLACED SCME OF THE BLAME ON 
WESTERN OIL COMPANIES, WHICH, HE SAID, WERE BEGINNING TO 
STOCKPILE IN ANTICIPATION OF ANOTHER OPEC PRICE INCREASE. 

HE ASKED IF WE WERE DISCUSSING THIS PROBLEM WITH CONSUMING 
GOVERNMENTS AS WELL. WE RESPONDED THAT WE HAD BEEN AND WOULD BE 
IN TOUGH WITH THEM. 


6. HERSOLLAH SAID THAT HE WOULD SEND A NOTE TO OIL 
MINISTER YAMNI OUTLINING WHAT HE HAD BEEN TOLD. 


? . WHEN ASKED ABOUT RUMORS OF A SPECIAL OPEC CONFERENCE THIS 
FALL, HERZOLLAH REITERATED THAT SAUDI ARABIA WAS OPPOSED TO ANY 
CONFERENCE BEFORE DECEMBER. HE SAID THAT OIL MINISTER YAMANI 
HAD TOLD OPEC STATES IF SUCH A CONFERENCE WAS CAILDE HW WOULD 
NOT ATTEND. 


8. IN RESPONSE TO ANOTHER QUESTION, HERZOLLAH SAID THAT ARAMCO 
PRODUCTION CONTINUED TO AVERAGE 9.5 MILLION B/D, 

of this mmm approx 9 million b/d was exported in the form 

CF CRUDE AND VIRTUALLY ALL THE REST WAS REFINED FOR LOCAL CONSUMPT- 
ION. 


9. HERZOLLAH SHOWED SPECIAL EVEREST IN THE OUTOCME OF THE 
IAM-OPEC LAWSUIT AND ASKED TO HE PROVIDED WITH A TEXT OF THE 
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PULL DECISION WHEN IT BECOMES AVAILABLE. HE WAS ESPECIALLY 
INTERESTED TO KNCW IF ANY OPEC COUNTRIES HAD BEEN REPRESENTED 
UEFOKE THE COURT AND WHAT HAD BEEN THE ROLE OF AMERICAN GROUPS 
WHO APPEARED IN THE ROLE OF "AMICU CURIAE” . HERZOLLAH, WHO IS OF 
PALESTINIAN ORIGIN, CXJWENTED THAT THERE APPEARS TO BE A GROWING 
UNDERSTANDING BY AT LEAST SCME ON THE UNITED STATES CF ITS 
OWN INTERSTS THE ARAB WORLD, NOT LEAST OF WHICH IS OIL, WEST 
HT 

Hi j654 
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DE RUQMRA #6652 2630600 
ZNY CCCCC ZZH 
P 2005 30Z SEP 79 
m AMEMBASSY JIDDA 
TO RUEHEG/AMEMRAS5Y CAIRO PRIORITY 
INFO RUEHC/SECSTATE WASHDC PRIORITY 7 UIO 
RUEHAM/AMEMBASSY AMMAN 438 
RQUiDM/AMEMBASSY DAMASCUS 1495 
RUQMHR/ AMEMBASSY TQIRAN 2772 
KUEHIV/AMEMBASSY TEL AVIV 1782 
RUQMDH/AMCONSUL DHAHRN 2939 
RUEBJM/ AMCQNSUL JERUSALEM 599 
RUQMYA/USLO RIYADH 4o44 
BT 

CONFIDENTIAL JUBA 6652 

E.O. 12065: GDS 9/19/85 (BOVIS H EUGENE) OR-P 
TAGS: PINS PINT EG SA 

SUBJ ; (U) SAUDI ARABIA DEFENDS ITS ISLAMIC PURITY 

X. (U) SEPTEMBER 19 ARABIC LANGUAGE AL MADINA EDITORIAL 
CITES "EGYPTIAN PRESS CLAIMS" (NO FURTHER ELABORATION) 

THAT AN EXTREMIST RELIGIOUS MOVEMENT HAS APPEARED IN SAUDI 
ARABIA. COMMENTING ON REPORT, AL MADINA STATES NO OTHER COUNTRY 
HAS DONE BETTER THAN SAUDI ARABIA IN PRESERVING ITS RELIGIOUS 
INTEGRITY OR IN PROPAGATING ISLAM. EGYPTIAN RULERS THEMSELVES DO 
NO OBSERVE STRICT RULES OF ISLAM, AND EVEN IRAN IS NOT 100 PERCENT 
ISLAMIC, LIKE SAUDI ARABIA. EGYPTIAN PRESS SHOULD CEASE MAKING 
SUCH CLAIMS. 

2. (C) COMMENT: RELIGIOUS ISSUE IS VERY SENSITIVE FOR SAUDIS, 
ESPECIALLY FGLUMQJG EVENTS IN IRAN. REACTION HERE TO 
EGYPTIAN GIBES ON RELIGIOUS ISSUE IS STRONGER AND QUICKER THAN 
TO SADAT OR CAIRO PRESS STATEMENTS ABOUT SAUDI POLITICAL 
PERFIDY OR EVEN CORRUPTION. THIS IS FIRST KNOWN INSTANCE OF 
SAUDI’S TELLING EGYPTIANS TO S UT UP IN TH^ LATEST ROUND 

OF SAUDI-EGYPTlANv BICKERING . END CO*ENT. 

3. (C) PGR CAIRO: Wto APPRECIATE FURTHER INFORMATION ON 
EGYPTIAN PRESS REPORTS ABOUT RELIGIOUS EXTREMISTS 

AND/OR OPPOSITION IN SAUDI' ARABIA# WEST 

BT TS2 
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DE KUQMDH #1520 2671450 
ZNY CCCCC ZZH 
l’ R 241410Z SEP 79 
)'M AMCQMSUL DHAHKAN 

TO RUEHC/SECSTATE WASHDC PRIORITY ?4l6 
LNFO RUQMBI/AMEMBASSY ABU DHABI 472 
HUFHRS/AMEMBASSY ALGIERS 49 
RUEHAD/USINT BAGHDAD 102 
RUESRS/AMEMBASSY CARACAS 32 
fflJQKOD/AMEMBASSY DOHA 223 
miKOBf/AMEMBASSY JAKARTA PRIORITY 9806 
HUQMKW/AWEMBASSY 'KUWAIT 1424 
ZiUEHOS/AMEMBASSY LAGOS 45 
WFHLC/AMEMBASSY LIBREVILLE 21 
RUESQI/AMEMBASSY QUITO 20 
HIJQMYA/USLG RIYADH 1100 
HUQMHR/AMEMBASSY TEHRAN 1335 
HUQMH/AMEMBASSY TRIPOLI 138 
HT 

<• 0 N P I D EN^T J^A L DHAHRAN 1520 

DEPT PLEASE PASS TQ> CECD CAPITALS, USQECD, AND USEEC 

WO 12065: GDS 9/24/85 (LINDSOROM, RALPH E.) OR-M 
TAGS: ENRG, OPEC, SA 

SUBJECT: SAUDI OIL PRODUCTION CEILING AND OPEC PRICE OUTLOOK 


l. (C- ENTIRE TEXT) . 


2 • ACTING DEPUTY MINISTER OP PETROIHJM KHADER HERZOLLAH 
CONFIRMED TO ME DURING SEPTEMBER 24 CALL AT EASTERN 
I HOVINCE MINISTRY OFFICE THAT HE HAD NOT RECEIVED AN 
< iRDER FROM MINISTER OF PETROLEUM YAMANI TO CUT BACK ARAMCO 
INDUCTION NEXT MONTH TO REGULAR 8.5 MILLION B/D 
I’RODUCTTON CEILING. IN ABSENCE OF SUCH AN ORDER, HE SAID 
WERE WAS NO REASON TO ASK ARMACO TO PRODUCE AT LESS 
WAN PRESENT TEMPORARY CEILING OF 9-5 MILLI ON B/D. 

OMMENT: WHILE HERZOLLAH DID NOT EXPLICITLY STATE 
WAT TEMPORARY CEILING WOULD BE EXTENDED THROUGH FULL 
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fourth quarter, rr was ciear prom tone and substance op 

HIS DISCUSSIONS OP PRICES THAT HE IS CONFIDENT IT WILL. 

3. DESPITE APPARENT ASSUMPTION OF CONTINUED ARAMCO PRODUCTION 
AT CURRENT LEVELS, HERZOLLAH IS WORRIED THAT A GENERALIZED 
OPEC! PRICE INCREASE MAY NOT BE AVOIDABLE IN DECEMBER OPEC MEETING. 
HE POINTED OUT THAT AT LEAST 10 PERCENT OF OPEC OIL 
(PARTICULARLY FRCM IRAQ, KUWAIT, IRAN, DUBAI, NIGERIA) 

AND "PERHAPS MORE WE DON’T KNOW ABOUT FROM LIBYA" 

IS BEING MARKETED AT HIGHER THAN OPEC RATES AND IN MANY 
CASES AT SPOT MARKET PRICES. HOW, HE ASKED, CAN WE 
ARGUE WITH IRAQIS AT DECEMBER OPEC MEETING THAT 
SUPPLY/DEMAND CONDITIONS DO NOT JUSTIFY A GENERAL OPEC 
PRICE INCREASE WHEN IHEY WILL SHOW US INVOICES 

ixxrmmNG sales to exxon and other large oil companies 

AT SPOT MARKET PRICES? MUCH WILL DEPEND, OF COURSE, 

ON MAINTENANCE OF CURRENT DELICATE BALANCE BETWEEN 
SUPPLY AND DEMAND. " IF, FOR EXAMPLE, GOD DECIDES ON 
AN EARLY OR HARSH WINTER' IN EITHER EUROPE OH THE U.S. . ," 

HERZOLLAH BELIEVES THAT IT WILL BE VIRTUALLY IMPOSSIBLE 
TO ABOID ANOTHER SIGNIFICANT OPEC PRICE INCREASE IN 
DECEMBER, ALTHOUGH SAUDI ARABIA WILL CONTINUE TO DO ITS 
BEST TO HOLD THE PRICE LINE IN ORDER TO AVOID FURTHER 
DAMAGE TO THE WORLD ECONOMY. 

H. BACKGROUND NOTE: HERZOLLAH IS YAMANI’S TOP ADVISER 

ON OPEC MATTERS AND ACCOMPANIES HIM TO ALL MAJOR OPEC MEETINGS. 

lindstrom 
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NNMWV ESA264RAA735 
PP RUQMHR 

QE RUQMRA #6850 2701J30 
Z NY CCCCC ZZH 
P R 2 7 095 0Z SEP 75 
FM AMEMBASSY JIDDA 

TO RUEHC/SECSTATE WASHDC PRIORITY 7456 
INFO R UQMBI/AMEMB ASSY ABU DHABI 1774 
RUEHAD/USm BAGHDAD 3292 
R UFHOL / AMEM8A SSY BONN 665 
RUQMDH/AMCONSUL DHAHRAN 2976 
RUQMKW/ AMEMBASSY DOHA 766 
RUQMKW/AMEMBASSY KUWAIT 4327 
RUDTC/ AMEMBASSY LONDON 4266 
RUQMAM/AMEMBASSY MANAMA 15 13 
RUOMMT/AMEMBASSY MUSCAT 694 
RUFNPS/ AMEMBASSY PARIS 2104 
RUQMYA/USLO RIYADH 4080 
HUOMHR/ AMEMBASSY TEHRAN 2 774 
BT 

CONFIDENT IAL JIDDA 685 0 

12065s GDS 9/27/85 (FLACKE, JAMES A) OR-M 
TAGS: MARK, SA, MU, SA, GW, ZP 
SUBJECT: CC) GULF SECURITY 

REF; LONDON 18961 

I. (C - ENTIRE TEXT), 

MFA DIRECTOR FOR ARAB AFFAIR $ISM AIL AL-SHURA TaD POL 
COUNSELOR ON SEPTEMBER 25 THAT OMANI FOREIGN UNDER SECRTARY 
YUSUF AL-ALAVI HAD MADE UNREPORTED VISIT TO SAUDI 
WAEIA ON SEPTEMBER 20 TO DISCUSS GULF SECURITY. ALAWI 
AID THAT OMAN THOUGHT THAT SECURITY OF GULF AND STRAITS 
)F HORMUZ REQUIRED COOPERATIVE EFFORT OF OMAN, SAUDIA 
ARABIA, AND LOWER GUFL STATES, WITH THE SUPPORT OF SUCH 
WESTERN POWERS AS THE U. S. , UK, AND WEST GERMANY. HE 
PRESENTED SECURITY SURVEY OF STRAITS OF HORMUZ WHICH 
SHOWED THAT MOST SERIOUS THREAT TO STRAITS WAS FROM 
MINING. HE ASKED SUADI ARABIA TO PROVIDE MINESWEEPER. 

'♦ PRINCE SAUD SAID THAT SAUDI ARABIA PREFERRED COOPERA- 
TIVE EFFORT AMONG FULF STATES FOR GULF SECURITY. 

INCLUSION OF OUTSIDE POWERS IN THE ARRANGEMENT WOULD 
ONLY COMPLICATE THINGS IN THE ARAB WORLD AND INVITE 
CRITICISM OF OTHER ARAB STATES. HE SAID THAT SAG 
WOULD STUDY SECURITY SURVEY AND CONSIDER OMANI REQUEST 
FOR MINESWEEPER. 

4. ALAWI SAID COOPERATION WITH SAUDI ARABIA, BAHRAIN, t| 

CAE, QATER, AND POSSIBLY KUWAIT WAS DESIRABLE. HE " 

MID NOT THINNK IT POSSIBLE OR DESIRABLE TO GET 
COOPERATION FROM IRAN AT THE MOMENT. IRAQ WOULD ONLY 

OBSTREPEROUS. 

WEST 
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NNNNW ESA223RAA692 
00 RUQMHR 

DE RUQMRA #7074 2821000 
Z NY COCCC ZZH 
0 R 09I000Z OCT 79 
FM AMEMBASSY JIDDA 

TO RUEHC/SECSTATE WASHDC IMMEDIATE 7583 
RUQMBI/ AMEMBASSY ABU DHABI 1783 
RUESRS/AMEMBASSY CARACAS 220 
RUFHRS/AMEMEASSY ALGIERS 7 144 
RUQMOD/ AMEMBASSY DOHA 772 
RUKOBT/ AMEMBASS Y JAKARTA 262 
RUQMKW/AMEMBASSY KUWAIT 4333 
RUEHOS/ AMEMBASS Y LAGOS 242 
RUFHLC/ AMEMBASS Y LIBREVILLE 57 
RUQMAM/AMEMBASSY MANAMA 1517 
RUQMMT/ AMEMBASSY MUSCAT 701 
RUE SQI/ AMEMBASS Y QUITO 82 
RUQMHR/ AMEMBASS Y TEHRAN 2779" 

RUQMT I/AMEMBASSY TRIPOLI 1073 
RUFHAU/ AMEMBASS Y VIENNA 261 
RUEHAD/USINT BAGHDAD 3300 
RUQMDH/AMCONSUL DHAHRAN 3012 
RUQMYA/USLO RIYADH 4 124 
RUFHOL/AMEMBASSY BONN 667 
RUDT C/ AMEMBASSY LONDON 4275 
RUEHME/AMEMBASSY MESICO CITY 46 
RUFNPS/AMEM8ASSY PARIS 2111 
RUDKSNQ/ AMEMBASS Y OSLO 5 0 
RUEHKO/AMEMBASSY TOKYO 424 
RUEHOT/AMEMBASSY OTTAWA 125 
RUFHGV/USMI SS ION GENEVA 297 
BT 

CONFIDENTIAL JIDDA 7074 




ECON 

CHARGE 1 

POL 

RF 

CHRON 


EO 12065 : GDS 10/9/85 (NORRIS, C E) OR-E 

TAGS: ENRG, SA 

SUBJ : SAUDI OIL PRODUCTION 

U (U) NEWSPAPERS TODAY CARRIED TERSE ANNOUNCEMENT BY 
INFORMATION MINISTER ABDO YAWAN jLDEMYING FO REIGN PRESS 

REPORTS THAT SAUDI ARABIA HAD DECIDED TO END SURPLU^JUl 

PRODUCTION END OF THIS QUARTER. YOTANI CHARACTERIZED 
REPORTS AS ABSOLUTELY UNFOUNDED AND STATED THAT NO 
DECISION HAD YET BEEN MADE IN THIS REGARD. 

2. (C) THIS IS NOT QUITE A CONTRADICTION OF THE STATE- 
MENT OF FOREIGN MINISTER PRINCE SA'UD PUBLISHED IN 
WALL STREET JOURNAL OF 5 OCT THAT SAUDI ARABIA DOES 
NOT PLAN TO CONTINUE PRODUCING EXTRA OIL BEYOND JAN 1. 

THE USE OF A PUBLIC OFFICIAL STATEMENT DOES ILLUSTRATE 
HOW TIGHTLY CROWN PRINCE FAHD WISHES TO RESERVE OIL 
PRICING AND PRODUCTION DECISIONS TO HIMSELF. SEE 
SEPTEL. WEST 
BT 
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VV ESA422RAA862 
PP RUQMHR 

DE RUQNRA #7096/1 2831010 
ZNY SSSSS ZZH 
P R 100924Z OCT 79 
FM AMEMBASSY JIDDA 

TO RUEHC/SECSTATE WASHDC PRIORITY 7992 
RUQMBI/ AMEMBASSY ABU OHABI 1789 
RUI ABA/ AMEMBASSY ADDIS ABABA 708 
RUEHAM/AMEMBASSY AMMAN 4092 
RUQMBE/ AM EMBASSY BEIRUT 7260 
RUEHEQ/AMEMBASSY CAIRO 3826 
RUQMDH/ AM CONSUL DKAHRAN 30 17 
RUSBLK/AMEMBASSY KABUL 213 
RUQMKM/ AMEMBASSY KHARTOUM 117 1 
RUQMAH/AMEMBASSY MANAMA 19 19 
RUQMDI/AMEMBASSY MOGADISHU 467 
RUQMYA/USLO RIYADH 4128 
RUQMHR/ AMEMBASSY TEHRAN 2780 
RUEADW/VHITE HOUSE WASHOC 
BT 

SECRET SECTION 1 OF 3 JIDDA 7096 
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FILE COPY 
DUMMY CHRON 


EXDIS 


E.O. 12069s RDS 10/8/99 (WEST^ JOHN C.) OR-M 
TAGS! PE PR, SA, US 

SUBJECT! <S> MEETING WITH CROWN PRINCE FAHD - OCTOBER 2 
REFs (A) JIDDA 6979, (B> JIDDA 6977 

1. <S - ENTIRE TEXT). 

2. SUMMARY SENT REF (A). 

3. AMBASSADOR WEST , ACCOMPANIED BY AMBASSADOR FREDERIC CHAPIN, 
VISITING JIDDA FROM ADDIS ABABA, AND; SPECIAL COUNSELOR ISA 
SAB8AGH, CALLED ON CROWN PRINCE FAHD OCT 2 AT 2230 IN FHAD'S 
JIDDA OFFICE. 

4 ETHIOPIA 

THE CROWN PRINCE WELCOMED AMBASSADOR CHAPIN AND ASKED fOR A , 
BRIEFING ON THE LATEST SITUATION IN ETHIPIA* HE WAS PARTICULARLY 
INTERESTED IN THE DEGREE OF POPULAR SUPPORT ENJOYED BY THE 
MENIGSTU REGIME. AMBASSADOR CHAPIN GIGHLIGHTED RECENT DEVELOP- 
MENTS IN ETHIOPIA, EMBHASIZING HOW HAILE SRASSIE’S APPEARANCE 
OF SEEMING INDIFFERENCE TO MANY OF THE COUNTRY’S PROBLEMS PAVED 
THE WAY FOR A COMMUNIST TAKEOVER. THE CURRENT REGIME SEEMED TO 
ENJOY SOME SUPPORT IN THE SOUTH WHERE LAND REFORMS HAD ATTRACTED 
THE PEASANTS, BUT Iff THE CENTER AND THE NORTH THE MENIGSTU REGIME 
KAO LITTLE SUPPORT, ESPECIALLY AMONG THE MIDDLE-CLASS AND 
INTELLECTUALS. 
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FAHD SAID HIS INTEREST IN ETHIOPIA WAS WOT PURELY ACADEMIC; 

RATHER IS WAS BASED' ON THE HORN OF AFRICA’S PROXIMITY TO THE 
ARABIAN PENINSULA AND THE REPERCUSSIONS Of THE ETHIOPI AN-SOMAL I- 
ERITREAN-SUDANESE POLITICAL SCENE ON DEVELOPMENTS IN SAUDI ARABIA 
AND THE GULF AREA, FAHD REVIEWED THE RECENT HISTORY OF DEVELOP- <*> 
MENTS IN ETHIOPIA FROM A SAUDI PERSPECTIVE. HE SAID THAT THE 
EMPEROR HAD MADE MISTAKES OF COMMISSION AND OMISSION, BUT COULD 
HAVE BEEN PERSUADED BY THOSE WHO WERE HIS BENEFACTORS TO COR- 
RECT THE S IUT AT ION, ESPECIALLY THE SEVERE CONDITIONS RESULTING 
FROM THE DEVASTING DROUGHTS. 

6, THE CROWN PRINCE RELATED HOW PRIOR TO THE EMPEROR'S DOWN- 
FALL, HE (FAHD) HAD DISCUSSED HAILE SELASSIE'S PROBLEMS WITH 
THEN PRESIDENT NIXON AND SECRETARY ROGERS. THEY HAD ASKED IF 
SAUDI ARABIA COULD BE HELPFUL FINANCIALLY, BUT SAUDI ARABIA 
COULD NOT APPEAR TO BE HELPFUL IN VIEW OF ETHIOPIA’S CAMPAIGN 
AGAINST THE ERITREANS. UNFORTUNATELY THE WEST AND THE U.S. ALSO 
DID NOTHING, LEAVING AN OPEN PATH FOR THE SOVIETS AND THEIR 
ALLIES TO MOVE IN WITH THEIR CUBAN SURROGATES. FAHD ALSO QUERIED 
AS TO THE RESULT OF PRESIDENT CARTER’S PROMISE TO BE HELPFUL 

IN SOLVING THE OGADEN SITUATION. FAHD RECALLED HOW IN 1978, 

AT PRESIDENT CARTER'S SUGGESTION, HE HAD PERSUADED SIAD BARRE 
TO ANNOUNCE PUBLICLY HIS ACCEPTANCE OF A UN PLEBISCITE FOR 
OGADEN'S PEOPLE. ALTHOUGH BARRE DID ANNOUNCE HIS VILLINGENSS 
TO ACCEPT THE RESULTS OF A UN REFERENDUM, THE U.S. SEEMS TO HAVE 
LOST INTEREST IN SOMALIA. FAHD FEARED THAT, THROUGH NEGLECT, 

THE U.S. MIGHT LOSE SOMALIA BY DEFAULT. 

7. IRAN AND THE COMMUNIST THREAT: 

CROWN PRINCE FAHD SAID DEVELOPMENTS IN IRAN, AS THOSE IN 
ETHIOPIA, COULD BE SEEN AS AN EXAMaE OF U.S. SEEMING INDIFFERENCE 
OR IMPOTENCE. "INSTEAD OF PRESSRUING THE SHAH INTO BRINGING 
HIS THOUGHTS AND ACTIONS UP TO DATE SO AS TO PULL THE RUG FROM 
UNDER THE COMMUNIST AGITATORS YOU LET HIM GO". "KHOMEINI IN 
OUR POINION," CONTINUED FAHD, "IS A TOOL, ALTHOUGH HE MAY 
NOT KNOW IT OR ADMIT IT. THE COMMUNISTS ARE- PURSUING THEIR 
DESIGNS METHODICALLY. FIRST THEY WANTED TO BRING FORTH THE 
STREET RESISTANCE, THEN THE INTELLECTUAL PATRIOTS, IN ORDER TO 
DEAL WITH THEM CONSECUT IVEL Y AND MORE EFFECTIVELY. LOOK AT 
WHAT HAS HAPPENED IN IRAN. WHY, THE Y HAVE KILLED THE CREAM OF 
THEIR SOCIETY — THE BEST BRAINS IN THE MILITARY, THE PROFES- 
SIONS, AND THE CIVIL SERVICE HAVE ALL BEEN EXECUTED OR FORCED 
INTO EXILE. THESE ACTS OF SAVAGE SLAUGHTER HAVE NO CONNECTION 
10 ISLAM WHOSE FAL8 IS BEING ARTIFICALLY FLUTTERED IN IRAN." 

01 
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W ESA45 IRAA894 
PP RUQMHL 

DE RUQMRA #7096/2 383 1 03. 

ZMY SSSSS ZZH 
P R 100524Z OCT 79 
FM AHEMBASSY JIDDA 

TO RUEHC/SECSTATE WASHDC PRIORITY 7593 
INFO RUQMBI/ AHEMBASSY ABU DHABI 1786 
RUT ABA/ AHEMBASSY ADDIS ABABA 709 
RUEHAM/ AHEMBASSY AMMAN 4053 
RUQMBE/AMEMBASSY BEIRUT 7261 
RUQMDH/ AHEMBASSY DHAKRAN 3018 
RUS0LK/ AHEMBASSY KABUL 214 
RUQfl KM/ AHEMBASSY KHARTOUM 1172 
RUQM AM/ AHEMBASSY MANAMA 1520 
RUQMDI/ AHEMBASSY MOGADISHU 468 
RUQMYA/USLO RIYADH 4129 
RUQMHR/ AHEMBASSY TEHRAN 2781 
RUEADWW/THE WHITE HOUSE 
BT 

SECRET SECTION 2 OF 3 JIDDA 7096 
EXDIS 

THE CROWN PRINCE PREDICTED THAT "SHORTLY, PERHAPS WITHIN A FEW 
MONTHS, KHOMEINI WILL BE OUT AND IRAN WILL BECOME ANOTHER 
ETHIOPIA, RELED BY COMMUNISTS PLACED THERE BY MOSCOW I " THE 
CROWN PRINCE REGRETTED THAT THE UNITED STATES DID NOTHING TO 
COUNTER THE COMMUNIST THREATS IN THE REGION. FAHD FURTHER 
NOTED THAT IRAN WAS THREATENING BAHRAIN, KUWAIT AND THE OTHER 
ARAB COUNTRIES OF THE GULF. THERE HAD HOWEVER NOT BEEN A WORD 
OF CAUTION TO IRAN FROM PRESIDENT CARTER TO REASSURE NOT ONLY 
WEAK COUNTRIES LIKE BAHRAIN, BUT ALSO AMERICA’S OTHER FRIENDS 
IN THE AREA AND AROUND THE WORLD. "THREE QUARTERS OF THE 
NAB REGIMES ARE WITH YOU REALLY". SAID FAHD. "THEY ALL AWAIT 
EXPECT AND HOPE FOR THEIR POWERFUL, WISE AND MORALLY ADROIT 
FRIEND, THE U.S., TO SEND OUT THE MESSAGE LOUD AND CLEARS 
’STOP. ENOUGH IS ENOUGH! WE AND ALL DECENT .PEOPLES IN THE 
WORLD CANNOT SIT IDLY BY AND WATCH THE LAW OF THE JUNGLE PRE- 
VAIL!’" ALREADY ETHIOPIA, AFGHANISTAN, IRAN AND THE PDRY 
WERE SUCCUMBING TO SOVIET PRESSURE". FAHD FEARED THA 
PAKISTAN MIGHT BE NEXT. "SAUDI ARABIA HAD SEEN THE COM- 
MUNIST FIRE APPROACHING FOR A LONG TIME AND HAD ALERTED 
THE U.S. SAUDI ARABIA’S WARNINGS AND APPPEALS HOWEVER SEEM 
TO HAVE FALLEN ON DEAF EARS." 


159 



8. CUBA AND THE U.S. RESPONSE TO SOVIET INCURSIONS* 

IN RESPONSE TO THE CROWN PRINCE'S HOUR-OONG DISCOURSE, 
AMBASSADOR WEST STRESSED THAT THE U. S. HAD IN FACT TAKEN 
A STRONG STANCE TO COUNTER SOVIET THREATS. AS ON EXAMPLE, 

THE AMBASSADOR NOTED THAT THE EMBASSY HAD DELI VRRED EARLIER 
IN HE DAY A COPY OF PRESIDENT CARTER'S SPEECH ON SOVIET COM- 
BAT TROOPS IN CUBA. THE PRESIDENT HAD WANTED US TO SHARE 
AN ADVANCE COPY WITH PRINCE FAHD PRIOR TO ITS DELIVERY BUT WE 
A HD BEEN UNABLE TO DO SO BECAUSE OF THE VROVN PRINCE* S BUSY 
SCHEDULE. FAHD, IN RESPONSE, ACKNOWLEDGED THAT THE PRESIDENT'S 
SPEECH ON CUBA WAS THE TYPE OF RESPONSE TO SOVIET ADVENTURISM 
THAT SAUDI ARABIA APPRECIATED. THE AMBASSADOR CONTINUED THAT 
THER WERE MANY WHO WERE ATTEMPTING TO SOW THE SEEDS OF DIS- 
TRUST BETWEEN THE U.S. AND SAUDI ARABIA; THERE WERE THOSE WHO 
INSINUATED THAT THE U.S. WAS NOT WILLING TO COME TO THE AID OF 
ITS ALLIES AND FRIENDS. BUT IT WAS IMPORTANT TO REMEMBER THAT 
WEN SAUDI ARABIA FELT THREATENED BY SOUTH YEMEN'S INVASION 
OF NORTH YEMEN, THE U.S. RESPONDED TO EVERY SAUDI REQUEST, 

OUR RESPONSE TO THE YEMEN SITUATION SHOULD BE SEEN AS PROOF 
POSITIVE THA THE UNITED STATES DOES NOT DESERT ITS FRIENDS 
IN TIME OF NEED. IT WAS ALSO A CLEAR NOTICE TO THE REST 
OF THE WORLD AS TO THE U.S. COMMITMENT TO SAUDI ARABIA AND 
ITS SECURITY AGAINST EXTERNAL THREATS. WITH RESPECT TO 
U.S. RESPONSES TO DEVELOPMENTS IN IRAN AND ETHIOPIA, 

AMBASSADOR WEST NOTED THAT IT WAS DIFFICULT FOR US TO 
LEND SUPPORT TO REGIMES FACED WITH MAJOR DOMESTIC CONFLICTS 
W1HOUT APPEARING TO INTERFERE UNDULY IN THOSE REGIME’S 
INTERNAL AFFAIRS. THE AMBASSADOR REMINDED FAHD THAT THE 
ARAB SEEMED PARTICULARLY SENSITIVE IN THIS REGARD. 

SAUDI ARABIA HAD OFTEN BEEN HELPFUL IN INSURING THAT THE 
U.S. COULD SUPPORT OUR FIRENDS WITHOUT THAT SUPPORT BEING 
EMBARRASSING OR COUNTERPRODUCTIVE. THE U.S. APPRECIATED THAT 
PAST SUPPORT AND HOPED THAT THE CROWN PRINCE WOULD CONTINUE 
TO ASSIST US IN GIVING THE PROPER SORT OF LOW VISIBILITY 
SUPPOR MANY OF OUR FRIENDS IN THE REGION REQUIRED. 

i 
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FkHD CALLED COUNSELOR 
WHAT AMBASSADOR 
■x "XS'Z'T WANT TO EM- 

UR C*.W**SE AMBASSADOR 
t’OU NOW* 

I* WE »5.*u 

^:cf ;t aj?i> feople know 


J AM TELLI^t 
CA fcrEt DOCTRINE NO. 


T\V» V \ ,E A COUPLE OF THOUSkM) iK7*«7 TROOPS PEAR FLORIDA 
WILL f" BE TOLERATED BY THE UbC* SCViLT ?RE«»CS ORIPFIBG 
CLP T‘Y THROATS AROUND HERE, THREATENING TO tnlr* Yuim Vi;r : 

n : vz ns and ours, should be at least as deserving of a 
r n r f unequivocal stand, remind wshingt on, in tis con- 

XM, OF THE ARABIC SAYING **TO COUNT THE LASHES IS ONE 
(KUKS; BUT TO FEEL THEM IS SOMETHING ELSET* END COMMENT. 


lCc THE PALESTINIAN QUESTION AND MIDEAST PEACES 
FA P REITERATED SAG’S CONTENTION THAT ANY SO-CALLED SOLUTION 
TO 1 HE ARAB-ISRAELI DISPUTE WHICH DOES NOT HAVE THE PART I - 
COITION AND AGREEMEN OF THE PALESTINIANS WILL NOT SUCCEED. 

KT EMPHASIZED THA, *WE KNOW FROM THE ARABS, THROUGH SADAT, MORE 
T!UW THE ISRAELIS EVER DREAMEDs RESPECTABILITY, ACCEPTANCE 
WITHIN THE AREA AS A STATE. BUT TRUE TO THEIR SYLE, THE 
ISRAELIS KEEP WANTING TO GRAB. GRAB, GRAB! FIRS THEY INSIST 
ON CONTINUING, AND IN FAC INCREASING, THE BUILDING OF SETTLE- 
MENT ON THE WEST BANK. NOW THEY WANT MORE ARAB LAND, OSTENSIBLY 
THROUGH PURSHASE. IS THIS ISRAELI GREED CONDUCIVE TO SECURING 
ARAB GOOD WILL? ARE THE ISRAELIS ONLY INTERESTED IN ACCOMMODA- 
TION WITH SADAT AND TO HELL WITH THE REST OF THE ARABS? IS 
THE U.S. GOVERNMENT CONDON I N8 THIS? ARE YOU GOING TO DO NO 
MORE HAN EXPRESS ’REGRETS’ A WHAT BEGIN IS DOING? WE AASURE 
YOU THAT GEGIN THE BULLY THAT HE IS, LISTENS ONLY 0 THE 
VOICE THAT INDIACTES THE SPEAKER HAS DETERMINATION, GUMPTION, 

AND THE COURAGE OF HIS CONVICT IONS.” IN OTHER WORDS (OR SO 
IT CAME OUT IN ISA SABBAGH’S INTERPRETATION), ’THE VOICE OF 
A MAN WITH BALLS!’ 
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pp PtiflffHff 

DE RUflMRA #709«/3 2B3UM 
ZNY SSSSS ZZH 
P R I0B524Z OCT 78 
FM AMEMBASSY JIDDA 

TO RUEHC/SECSTAtE WASH>C PRIORITY 7814 
INFO RUWBI/AHEMBASSV ABU DHA$I 1717 
RUT ABA/ AMEMBASSY ADDIS ABABA T If 
RUEHAM/ANEMBASSY AMMAN 4 #34 
RUQMBE/ AMEMBASSY BEIRUT 7242 
RUEHEG/ AMEMBASSY CAIRO 3828 
RUflMDR/ AM CONSUL DHAHRAN 3113 
RUS0L JC/AMEMBASSY KABUL 215 
ft UGM KM/ AMEMBASSY KHARTOUM 1173 
RUQMAM/ AMEMBASSY BAHAMA 1521 
RUGMDI/AMEMBASSY MOGADISHU 488 
RUQMYA/USLO RIYADH 4138 
RUOMHR/AMEMBASSY TEHRAN 2782 
RUEADWW/THE WH ITE HOUSE 

sr 

SECRET SECTION 3 OF 3 JIDDA 7093 
EXDIS 

11. IN RESPONSE AMBASSADOR NEST REITERATED PRES ID NET 
CARTER’S DEEP COMMITMENT TO A COMPREHENSIVE AND JUST PEACE, 

AS WELL AS THE U.S. RECOGNITION THAT IT IS NECESSARY TO HAVE 
A SLOt/TIO# TO THE PALESTINIAN PROBLEM AS A PREREQUISITE FOR 
M IDEASI PEACE. THE AMBASSADOR POINTED OUT THAT IN LIGHT OF 
RECENT MODERATION SHHOWN BY THE FLO, PUBLIC OPINION POLLS WERE 
BEGINNING TO SHOW THAT AMAJORITY OF THE PEOPLE OF THE U.S. 

WERE IN FAVOR OF A DIALOGUE WITH THE FLO. HE ADDED THAT THE 
VISITS TO THE REGION BY THE SOUTHERN CHRISTIAN LEADERSHIP GROUP 
AND REVEREND JESSE JACKSON WERE SURE TO HAVE A FURTHER IMPACT 
ON THE AMERICAN PEOPLE IN TERMS OF AAMILI ARIZING THEM WITH THE 
PLIGHT OF THE PALESTINIANS. WHILE THE AMBASSADOR UNDERSTOOD THE 
IMPATIENCE SHOWN BY SAUDI ARABIA AND THE REST OF THE ARAB WORLD 
AT THE LACK OF PROGRESS ON THE AUTONOMY NEGOTIATIONS, WE WERE 
OBLIGATED TO ALOW PRESIDENT SADAT AND HUME MINISTER BEGIN 
A REASONABLE TIME TO SHOW PREOGRESS ON SUCH NEGOTIATIONS. 

THE U.S. WOULD BE PREPARED, IF AND WHEN IT APPEARED THAT THERE 
WAS AN ABSOLUTE STALEMENT, TO SEP IN AS ft MORE ACTIVE FULL 
PARTNER IN THE PEACE PROGRESS AND TO DO OUR UTMOST TO BREAK 
ANY DEADLOCK EVEN IF IT MEANT TAKING POSITIONS ADVERSE TO 
BOTH SADAT AND BEGIN. AVMBASSADOR WEST ADDED THAT AMBASSADOR 
STRAUSS WAS PLANING TO RETURN TO THE AREA IN DECEMBER. IN 
THE MEANTIME, HE WAS LOOKING FORWARD TO HIS TALK WITH 
SAUD IN NEW YORK AND WULD BE ABLE TO GIVE AN UP-TO-DATE 
ACCOUNT ON PROGRESS IN THE AUTONOMY NEGOTIATIONS. 

IS* 


12. CLOSING REMARKS* 

AFTER ALMOST TWO HOURS OF CONVERSATION, THE CROWN PRINCE 
BROUGHT THE DISCUSSION TO A CLOSE. HE NOTED THAT "AS USUAL 
I HAVE SPOKEN FRANKLY, OPENING NY HEART 0 MY AMERICAN 
FRIENDS. I WOULD NOT HAVE DONE SO IF I HAD NOT STILL THE 
GIHGEST REGARD AND RESPECT FOR PRESIDENT CARTER. I 
APPRECIATE WHAT HE IS TRYING TO DO. KE NEEDS ENCOURAGEMENT 
AND REASSURANCE AND THIS HE HAS FROM ME AS A FRIEND WHO 
FEELS THAT THE TIES BETWEEN THE TWO COUNTRIES SHOULD NOT BE 
SUFFERED TO SSUCKEN. MY REMARKS ABOUT U.S. INACTION OF SLOW- 
NESS OF ACTION STEM FROM OUR UNSKAKEABLE CONVICTION THAT OUR 
SINCERE FRIEND, THE USA, IS CAPABLE OF ITS TRADITIONAL EFFECTIVE 
RESPONSE BEFITTING THE ESTEEMED LEADER OF THE FREE WORLD." 

13 • THE AMBASSADOR ASSURED PRINCE FA HD THAT HIS REMARKS WERE 
WELL TAKEN, THAT PRESIDENT CARTER IS HIMSELF A FRANK PERSON 
WHO BELIEVES IN LISTENING TO A WISE, THOUGH CRITICAL, FRIEND 
SOONER THAN BEING FAWNED OVER BY HYPROCR ITES. 

14. AMBASSADOR *S COMMENT t 

THE CROWN PRINCE WAS IN A TALKATIVE MOOD AND DIDN, IN FACT, SEEM 
TO BE "OPENING HIS HEART" WITH AN UNUSUAL DEGREE OF FRANKNESS. 
HIS COMMENTS ABOUT THE NEED FOR U.S. ACTION WERE AS POINTED AO 
ANY THAT HE HAS MADE DURING OUR ASSOCIATION. IT IS PERHAPS OF 
SOME SIGNIFICANCE THAT HE AND MINISTER OF PETROLEUM YAMANI HAD 
JUST COMPLETED A A LENGHTY SESSION WITH OIL MINISTER SABAH OF 
KUWAIT. WE SUSPECT THAT THE SAUDI DECISION TO INCREASE OIL 
RODUCTION WAS THE MAJOR SUBJECT. SINCE SAUDI ARABIA HAS 
ACCOMMODATED USG ON T HISQUEST ION . FAHD HAD PROBABLY BEEN 
"CHARGED UP" BY SABAH TO GET SOME ADDITIONAL CONCESSIONS 
BFROM USG ON 9ULF SECURITY AND MIDEAST PEACE. THE FACT THAT 
ALMOST THE SAME SENTIMENT WAS EXPRESSED BY PRINCE ABDULLAH 
IN A MEETING THE NEXT DAY UIDDA jSS77> STRENGTHENS OUR 
CONCLUSION THAT THIS IS THE PRESENT PREVAILING SENTIMENT 
WITHIN THE SAG HIERARCHY. 

WEST 

BT 

#7096 
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NNNNW ESBQ62BRA176 
PP KXJ«R 

EE RUEHC #4132/01 2930611 

ZNY SSSSS ZZH 
P 192148Z OCT 79 
PM SBCSTATE WASHDC 
TO iMnSEM COLLECTIVE PRIORITY 

INFO RUEATRS/TREASUKY DEPARTMENT WASHDC PRICRTK 3028 

RUEKJCS/DOD/ISA WASHDC 

BfT 

SECRET SECTION 01 CP 02 STATE 274132/01 


E.O. 12065 GDS 10/19/85 (ICMPVILLE, J 




?H V.) 


TAGS: EG, IS, PINR 

SUBJECT: IN38UM 920 -OCTOBSl 19, 1979 


LONDON FOR GLASPIE 
PARIS FOR NICHOLAS MJRPHY 
DOD/ISA FOR RANSOM 

OTHER ADDRESSEES FOR CHIEFS CP MISSION 


WARNING NOTICE SENSITIVE SOURCES AND MEETHOCB INVOLVED 
NOT RELEASABLE TO FOREIGN NATIONALS 


(PARAGRAPHS 1-5 SECRET/NQPCRN) 


1. SAUDI-SOVIET RELATIONS: DESPITE OCCASIONAL REPORTS 
TO THE CONTRARY, WE HAVE SEEN NO PHESUASIVE EVTEENCE CP A 


SIGNIFICANT WARMING OF SOVIET-SAUDI RELATIONS. SPECULATION 
THAT THE SAUDIS LATELY HAVE— AS THE SOVIET PRESS PUTS 
IT — "TRANSCENDED MERE PROTOCOL" IN THEIR OCMMUNICATTONS 
WITH THE SOVIETS SEEMS TO BE BASED LARGELY ON: 


(A) THE EXCHANGE CP CONGRATULATORY CABLES BETWEEN SOVIET 
AND SAUDI LEADERS IN CONNECTION WITH SAUDI ARABIA'S 
NATIONAL DAY ON SEPTEMBER 23; AND 


(B) THE FACT THAT THE SAUDI ARABIAN AMBASSADOR AND 
MILITARY ATTACHE ATTENDED A RECEPTION HOSTED BY THE 
SOVIET EMBASSY IN SANA ON SEPTEMBER 30. 

2. THE USSR HAS ATTEMPTED TO IMPROVE RELATIONS WITH 
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SAUDI ARABIA SINCE THE 1973 WAR, PERCEIVING A LINK WITH 
RIYADH AS THE KEY TO SIMILAR TIES WITH ALL GULF STATES. 
(THE SOVIETS NOW HAVE DIPLOMATIC RELATIONS ONLY WITH 
KUWAIT AMONG THE CONSERVATIVE GULP STATES.) IT MAY ALSO 
BE RECAT, TED THAT THE USSR WAS PARTICULARLY ACTIVE IN 
COURTING THE SAUDIS AFTER THE DEATH OF FAISAL IN 1975, 

AND IN THE WAKE OF THE SADAT PEACE INITIATIVE IN 1977. 
MOSCOW HAS INTENSIFIED EFFORTS SINCE THE SIGNING OF 
THE CAMP DAVID ACCORDS. 

3. IN REGARD TO THE EXCHANGE OF CONGRATULATORY TELEGRAMS 
BETWEEN BREZHNEV AND KHALID, IT IS NOTEWORTHY THAT: 

(A) THIS WAS NOT THE FIRST TIME THE TWO LEADERS 
HAD EXCHANGED TELEGRAMS; 

(B) WHILE THE SOVIETS WOULD LIKE TO EXPLOIT THE CURRENT 
SAUDI POSITION ON THE PEACE PROCESS TO IMPROVE RELATIONS 
WITH THE SAUDIS, THE SAUDI REGIME CANNOT, BECAUSE OF 
FOREIGN AND DOMESTIC CONSIDERATIONS, MAKE ANY STRONG 
MOVE IN THIS DIRECTION AT THIS TIME; AND 

(C) SAUDI ARABIA ENCOURAGES SUCH RUMORS FROM TIME TO 
TIME TO PUT PRESSURE ON THE US TO CHANGE POSITION ON 
VARIOUS QUESTIONS AND TO VOICE SAUDI DISSATISFACTION 
OVER SPECIFIC AMERICAN MOVES . 

k. AT THE SAME TIME, REPORTS FROM HIGH SAUDI OFFICIALS 
SUGGEST THAT THE SAUDIS ARE CONCERNED THAT THE US DOES 
NOT TAKE THE SOVIET DANGER SERIOUSLY ENOUGH. 

5. THE INTENSIT Y OF SAUDI REMARKS ON THE SUBJECT MAKES 
CLEAR THAT THE SAUDIS ARE NOT IN FACT WARNING UP TO TOE 
SOVIETS. INSTEAD, THE SAUDI LEADERSHIP HOPES TO USE SUCH 
MINIMAL GESTURES AS ATTENDING SOVIET RECEPTIONS AS SCARE 
TACTICS TO PROMPT THE US INTO TAKING SAUDI COOPERATION 
LESS FOR GRANTED. 

6. (U) EGYPT-US- ISRAEL SUMOT: IN AN OCTOBER 18 
ARTICLE IN AL-AHRAM, KHALIL WAS QUOTED AS SAYING THAT A 
SIJPMTT MEETING OF THE US, ISRAEL AND EGYPT ON THE 


165 



PALESTINIAN ISSUE TO w ADOPT DECISIONS THAT CANNOT 
BE TAKEN AT THE CURRENT MINISTERIAL LEVEL WAS "A HIGH 
PROBABILITY. " 

7. (U) ISRAELI PRISONER RELEASE: THE EGYPTIAN PRESS 
CARRIED REPORTS OCTOBER 18 THAT ISRAEL MAY HAVE RELEASED 
AN UNSPECIFIED NUMBER OF ARAB PRISONERS. EMBASSY CAIRO 
COMMENTED THAT THE PRESS FAILED TO PICK UP A JERUSALEM 
RADIO REPORT THAT THE PRISONERS WERE FRCM AI^ARISH AND 
NORTHERN SINAI AND HAD NOT ACTIVELY ENGAGED IN TERRORIST 
ACTIVITIES. 

8. (C) US ROLE IN SINAI: EMBASSY TEL AVIV REPORTS 
THAT WEIZMAN IN AN OCTOBER 17 MEETING WITH SINAI 
SUPPORT MISSION AND EMBASSY PERSONNEL AGREED WITH THE 
PROPOSALS FOR VERIFICATION ACTIVITIES IN THE SINAI, 

EXCEPT FOR THE USTSO PRESENCE, WHICH HE SAID COULD 
ONLY BE ONE OF LIMITED LOGISTICAL SUPPORT TO THE US. 

9. (U) SAUDI ARABIA-US ARMS SALES TO ISRAEL: A P REPORTS 
THAT SAUDI ARABIAN OIL MINISTER YAMANI CALLED FOR A BAN 
ON ALL US ARMS SALED TO ISRAEL OCTOBER 18. YAMANI 
ADDED, HOWEVER, THAT SAUDI ARABIA ITSELF NEEDS US ARMS 

AS A PROTECTION JkGAINST COUNTRIES WHICH SUPPORTED THE 
GOALS OF THE SOVIET UNION. 

EfT 

*4132 
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NNNNW ESBO 63 BHAI 8 I 
PP RUQMHR 

LE RUEHC #U132/&2 2930613 
ZNY SSSSS ZZH 
P 1921^8Z OCT 7§ 
m SECSTATE WASHDC 
TO INI5UM COU^CnVE PRIORITY 

LNFO RUEATRS/ TREASURY DEPARTMENT WASHDC PRIORITY 3029 
KUEKJ CS/DOD/ISA WASHDC 

i rr 

SECRET FINAL SECTION OF 02 STATE 27^132/02 

l(). (U) KHALIL VISITS EUROPE: RADIO CAIRO REPORTED 

KHALIL LEFT OCTOBER 18 ON A 10-DAY TOUR THAT WILL 
INCLUDE AUSTRIA AND BRITAIN. 


U. (U) IRAQ RAISES PRICE OF OIL: ACCORDING TO AP, 

OIL INDUSTRY SOURCES SAID OCTOBER 18 THAT IRAQ HAS 
RAISED THE PRICE OF ITS OIL ABOUT 10 PERCENT. IRAQ 
HuWEVER, DID NOT RAISE ITS PRICES ABOVE THE DOLLARS 23.50 
PER BARREL CEILING SET BY OPEC IN JUNE. IRAQ RAISED 
'HE PRICE OF ITS BEST-QUALITY OIL ONLY 18 CENTS TO 
UOLiARS 22.18, PER BARREL, BUT INCREASED THE PRICES CF THE 
:OWER QUALITY CRUDES THAT DOMINATE IRAQI PRODUCTION BY 
DOLLARS TO BETWEEN DOLLARS 20.65 AND DOLLARS 21.96 PER 
PARREL. 

12 . (U) GULF STATES-IRAN : RADIO KUWAIT REPORTS THAT 

'THE FOREIGN MINISTERS OF THE SIX ARAB GULF STATES 
PUBLISHED A STATEMENT OCTOBER 18 IN WHICH THEY AGREED 
AT THEIR CONFERENCE TO DEVELOP RELATIONS WITH IRAN 
TO THE MAXIMUM. 

M. (U) OPEC WARNING: OPEC CHAIRMAN MANA SAID OTAYBA 
:.M A VISIT TO JAPAN OCTOBER 18 WARNED OF THE RISING 
'ANGER OF A SUPERPOWER CONFRONTATION OVER OIL. REUTER 
PI PORTED THAT OTAYBA TOID PRIME MINISTER FUKUDA THAT 
BE DROP IN SOVIET OIL OUTPUT MIGHT FORCE MOSCCW TO 
ADVANCE ITS INTERESTS IN THE MIDDLE EAST AND UPSET THE 
TOWER BALANCE. OTAYBA ALSO LINKED JAPAN’S RECOGNITION 
!■' THE PLO WITH GUARANTEES FOR THE SUPPLY CF OIL. 
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lH. (LOU) SYHIA-US: EMBASSY DAMASCUS NOTED AN 
ILLUSTRATION OF SYRIA'S BIFURCATED ATTITUDES TOWARD THE 
US WHEN ASSAD TOLD A US BUSINESSMAN LAST WEEK THAT HE 
HOPED FOR CONTINUED COOPERATION BETWEEN THE US AND SYRIA 
" IN ALL FIELDS, NOT JUST PETROLEUM." THE EMBASSY CCT 4ENTS 
THAT THIS IS AN IMPORTANT INDICATION THAT THE SYRIAN 
GOVERNMENT AT THE HIGHEST LEVELS HOPES TO SALVAGE 
BILATERAL RELATIONS WITH THE US DESPITE DIFFERENCES IN 
MIDDLE EAST POLICIES. 


15. (C) RIF’ AT AL- ASSAD: SYRIAN MEDIA ARE GIVING 

SUBTLE INDICATIONS THAT THE PRESIDENT'S BROTHER, 

RIF' AT Air- ASSAD, IS STILL IN FAVOR IN SYRIA, ACCORDING 
TO EMBASSY DAMASCUS. ON OCTOBER 13 THE DAMASCUS PRESS 
PRCPGN0JTLY DISPLAYED A fHCTOGRAFH CF RIF’ AT CHAIRING 
A MEETING OF AN EDUCATION FEDERATION. THE ARTICLE 
REFERRED TO HIM AS A "STAFF COLONEL." 


16. (S) SYRIA-INIERNAL: EMBASSY DAMASCUS REPORTS THAT 

TERRORIST INCIDENTS CONTINUE TO OCCUR ALTHOUGH THE VENUE 
HAS SHIFTED LARGELY TO SYRIA'S NORTHERN CITIES. ALEPPO 
AND HAMA HAVE BEEN THE SITES CF A NUMBER OF ASSASSINATIONS 
OVER THE PAST TWO WEEKS, WITH SEVERAL CF THE INCIDENTS 
APPARENTLY STEMMING FROM LONG-STANDING BLOOD FEUDS. THE 
EMBASSY CCWENIS THAT IN SPITE OF THE FAIRLY HEAVY NUMBER 
OF INCIDENTS OVER THE PAST TWO WEEK, THE DAMASCUS RUMOR 
MILL HAS NOT BEEN PARTICULARLY ACTIVE. THE EMBASSY 
ATTRIBUTES THIS DEVELOPMENT TO: 


(A) THE FACT THAT INCIDENTS OUTSIDE OF DAMASCUS, 
UNLESS OF MAJOR MAGNITUDE, TEND TO ATTRACT LESS 
ATTENTION; AND 

(B) DAMASCENES APPEAR TO EE BECOMING SOMEWHAT 
INURED TO THE ALMOST DAILY ACTS OF VIOLENCE. 

17. (LOU) NORTH LEBANON: EMBASSY BEIRUT REPORTS 
THAT A LEBANESE ARMY SOURCE TOLD OUR DEFENSE ATTACHE 
THAT TENSION HAD EASED, IN NORTH LEBANON OCTOBER 18 
AND THAT HE EXPECTED THE HOSTAGES TO BE RELEASED 
SOON. 
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18. (C) SOUTH LEBANON: . USUN REPORTS THAT WEIZMAN 

IN HIS CONVERSATION WITH SILLASVUO, FUDGED FULL ISRAELI 
SUPPORT FOR MAINTENANCE OP THE CEASEFIRE. WEIZMAN ALSO 
SAID THAT HE VJOUID GIVE ORDERS FOR HADDAD TO STOP THE 
HARRASSMSNT CP VILLAGERS LIVING IN THE UNIFIL AREA* VANCE 
BT 

#4132 
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mtw esa8i8raai76 

PP RUQMHR 

DE RUQMRA *7445/1 2970728 
ZNY OCCCC ZZH 
P R 240645Z OCT 79 
PM AMEMBASSY JIDDA 

TO HUEHC/SECSTATE WASHDC PRIORITY 7742 
INFO RUQMYA/USLO RIYADH 4196 
RUaMDH/AMCONSUL DHAHRAN 3063 


RUOTR/AMEMBASSY TEHRAN 2791 * CHARGE 

RDQf©!/ AMEMBASSY ABU DHABI 1806 POL 

PW3M0C/AMEMBASSY DOHA 788 HP 

RU5WT/AMEMBASSY MUSCAT 719 CHRON 


HUQMAM/AMEMBASSY MANAMA 1542 
HLWKW/AMEMBASSY KUWAIT 4355 
RUEHAD/U5INT BAGHDAD 3310 
RUOTC/AMEMBASSY LONDON 4293 
FUFTJFS /AMEMBASSY PARIS 2119 
RUPHOiy AMEMBASSY BONN 671 
RUEHKO/AMEMBASSY TOKYO 428 
RUEHME/ AMEMBASSY MEXICO 048 
RUESUZ/AMEMBASSY BRAZILIA 050 
HUEHOT/AMEMRASSY OTTAWA 127 
RUEHBG/AMEMRASSY CAIRO 3857 
RUQMNS/ AMEMBASSY SANA 3175 
BT 

CONFIDENTIAL SECTION 1 OP 2 JIDDA 7445 

DfcPT PLEASE PASS DEPT OP TREASURY, MRS. POUNDS 

E.O. 12065: GDS 10/23/85 (WALKER, ROBERT L.) OR-E 
TAGS: ECON, EPIN 

SUBJ: SAUDI ARABIA’ THIRD DEVELOPMENT PLAN (1980/81-1984/85) 

REF: JIDDA 6801 

1. (C-EMTRE TEXT). 

2. THE SOCIAL AND ECONOMIC HAVOC THAT EMERGED THROUGH- 
OUT THE GULF AS A CONSEQUENCE OF FRANTIC SPENDING IN- 
CREASES BEGINNING IN 1974 LED THE SAUDI GOVERNMENT BY 1977 
TO CURTAIL SHARPLY THE GfiCWIH IN ITS SPENDING, SO AS BOTH 
TO REDUCE INI’TATION AND TO SET THE SOCIETY ON A MORE 
SUSTAINABLE DEVELOPMENT PATH. THE GOVERNMENT’S EFFORTS WERE 
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SUCCESSFUL ON BOTH COUNTS. DESPITE THIS SUCCESS, ERUPTION 
'IHIS PAST YEAR OP POLITICAL REACTION IN IRAN AGAINST KEPID 
SOCIAL CHANGE HAS INCREASED AWARENESS WITHIN SAUDI LEADER- 
SHIP CIRCLES OF THE SOCIALLY DBSTABLUJZINQ EFFECTS OF 
KCONC MIC DEVELOPMENT. 

L AGAINST THIS BACKGROUND, THE THIRD FIVE YEAR 
DEVELOPMENT PLAN HAS BEEN FORMULATED TO CONTINUE THE POLICY 
OF LIMITED SPENDING INCREASES AND TO CONCENTRATE SPENDING ON 
SOCIALLY DESIRABLE ACTIVITIES. PRELIMINARY INDICATIONS ARE 
'IHAT OVERALL SPENDING FOR THE FIVE YEAR PERIOD IS TARGETED 
AT SOMEWHAT ABOVE 800 BILLION RIYALS, OR DOLS 238 BILLION 
AT THE CURRENT EXCHANGE RATE. EVEN ASSUMING THAT THISD 
AMOUNT IS EXPRESSED IN CONSTANT (1979) RIYALS, IT IMPLIES 
’JO REAL GROWTH FOR THE NEXT FIVE YEARS IN GOVERNMENT OUTLAYS 
FROM THIS YEAR'S ANNUAL BUDGET OF 160 BILLION RIYALS, OR 
;OLS BILLION. 

‘i. SAUDI DEPUTY MINISTER OF PLANNING DR. FAISEL BASHIR 
RECENTLY CHARACTERIZED THE THIRD PLAN'S RELATIVE EMPHASIS 
S'. T IN TERMS OF CONTTNUTTY, BUT OF SHIFTS OF EMPHASIS. 

RE. SAID THAT THE THIRD PLAN WOULD SHIFT AWAY 
’•ROM PHYSICAL INFRASTRUCTURE DEVELOPMENT, WHICH HAS IN SOME 
EASES BEET! OVERBUILT, TOWARD PRODUCTIVE ENTERPRIZE,- PARTI- 
’’JLARLY PETROCHEMICALS, OIL REFINING AND AGRICULTURE. 

!UE NEW PLAN 'WILL ALSO PUT LESS EMPHASIS ON DEVELOPING THE KINGDOM'S 
THREE MAJOR CITIES AND WILL MAKE MORE EFFORT TO EXTEND DE- 
VELOPMENT TO OUTLYING AREAS. SUCH MEASURES ARE - DESIGNED TO 
UNDRESS REGIONAL IMBALANCES IN WEALTH AND RATES OF DEVELOP- 
MENT AND THEREBY TO RETARD THE INFLUX OF POPULATION INTO THE 
MAJOR CITIES. BASHIR ALSO SAID THAT HE FORESAW NO APPRE- 
CIABLE INCREASE IN THE NUMBER OF FOREIGN WORKERS IN SAUDI 
ARABIA DURING THE THIRD PLAN, BUT , RATHER, ANTICIPATED IN- 
IKNSIFTED EFFORTS TOWARD SOCIAL INFRASTRUCTURE DEVELOPMENT, 

■ ARTTCULARLY IN TIE AREA OF VOCATIONAL TRAINING. 

. NO MATTER HOW WELL EXECUTED THESE EFFORTS DURING 
:UE THIRD PLAN PERIOD, UNDERLYING TENSIONS CAN BE EXPECTED 
» REMAIN. ON THE ONE HAND, A CONSERVATIVE FISCAL POLICY 
NEVITABLY SQUEEZES TRADERS' MARGINS OF PROFIT, FOSTERING 
K 1EMTMENT, PARTICULARLY AMONG SMALLER TRADERS, OF THE 
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RICHER AND MORE FRIVHHX3ED. C N THE OTHER HAND, IT EECCMES 
INCREASINGLY OBVIOUS WITH THE PASSAGE OP YEARS THAT THE 
ECONOMIC TRANSTOWATIO^ EMBARKED UPON IN 1974 HAVE BROUGHT 
ABOOT* EMULATIVE AND LONG-LASTING EFFECTS ON SAUDIS* TRADI- 
TIONAL VALUES, AS WELL AS ON THEIR INCOMES, THESE CCWCNLY 
SHARED VALUES HAVE BEEN A MAJOR SOURCE CP IEGE3TMACH FOR 
THE MONARCHY. 

HT 

#7445 
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XGGBKLLL 
IW8 15RAA 175 
PP RUQMHR 

\E RUQMRA #7445/2 2970745 
;'NY CCCCC ZZH 
r R 240645Z OCT 79 
m AMEMBASSY JIDDA 

TO RUEHC/SECSTATE WASHDC PRIORITY 7743 
INFO RUQMYA/USDO RIYADH 4197 
mOM/AMCONSUL DHAHRAN 3064 
[{UWR/AMMASSY TEHRAN 2792 
RUQMBl/AMEMBASSY ABU EHABI lS07 

HIKJMOD/AMEMBASSY DOHA 789 
i<UQMMT/AMEMBASSY MUSCAT 720 

i^JQMAM/AMEMBASSY MANAMA 1543 

!UQMKW/AM0©ASSY KUWAIT 4356 

HUEHAD/USINT BAGHDAD 3311 

I (l ICTC/AMEMBASSY LONDON 4294 

i flJFNPS/ AMEMBASSY PARIS 2120 

I fl IPHOI/AMEMBASSY BONN 672 

HUEHKO/AMEMBASSY TOKYO 429 

HUEHME/AMEMBASSY MEXICO 049 

HUESUZ/AMEMBASSY BRAZILIA 051 

HI IEHOT/AMEMBASSY OTTAWA 128 

({ueheg/amembassy cairo 3858 

KUQMNS/AMEMBASSY SANA 3176 

HT 

CONFIDENTIAL SECTION 2 OF 2 JIDDA 7445 

DEPT PLEASE PASS DEPT OF TREASURY, MRS. POUNDS 

1 .. OIL REVENUE AVAILABILITY HAS TAKEN ON A DOMESTIC 
M LITTCAL SIGNIFICANCE THAT WILL CONTINUE THROUGH THE THIRD 
(’LAN. IN 1978/79, THE REVENUE SHORTFALL SERVED AS MUCH AS 
A PRETEXT FOR FISCAL AUSTERITY THAT WAS MOTIVATED BY SOCIAL 
■ONSIDERATIONS as A REASON FOR AUSTERITY IN AND OF ITSELF. 
WITH PRESENT AND PROSPECTIVE REVENUE INCREASES BEYOND DESIRED 
EXPENDITURE LEVELS, (CWING MAINLY TO OIL PRICE, BUT ALSO TO 
"II. PRODUCTION INCREASES), THE SAUDI GOVERWENT FEELS THAT 
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IT MUST EXERT CONSIDERABLE EFFORTS TO MAINTAIN SPENDING 
CONTROLS. CONTINUED SURPLUSES MERELY TOTT THE REQIME TO 
OVERSPEND, AS IN THE 1975-76 PERIOD, AND INVITE FORMER 
CRITICISM OP SAG OIL PRODUCTION LEVELS FROM SAUDI NATIONALISTS 
AND OTHER OPEC MEMBERS ALIKE. CONCERN WITH THESE DOMESTIC 
CONSIDERATIONS MARKS A CLEAR SHIFT OF EMPHASIS FROM FIVE 
YEARS AGO, WHEN THE SECOND FIVE YEAR PLAN WAS FORMULATED 
TO SPEND AS MUCH OF THE PROSPECTIVE REVENUES AS POSSIBLE, 

SO AS TO BLUNT CRITICISM FROM THE NON-OPEC WORM OF THE 
END-1973 OIL PRICE QUINMPLING. 


PLACKE 

BT 

# 7^5 
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